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This series‘of‘Conéumer Education Modules has been developed in -+

.

.an effort to educate individual adult consumers in what have been

. . L}
*. determined to be the most important gereral areas of consumer affairs
” .

II N

P . ' ’
education. Community leaders, exteifion personnel, educators, fin-

.
-~

N

\\\ ..ancial counselors, and people in business are ercouraged to use these
N NN o
W modules in conducting group sessions for’ adults interes'ted ip deve-

»
“

~ lopjng more competence in various areas of consumer education.

. i

Each module is self-contained to allow somecne with no priop .

. . -,

expefience in -teaching, coordinating, or directing learning to be

successful in conducting a group cohsumer Ieapﬁihg session.*
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. " Introduction . k ¥ ;
4 . Ny o - ‘ s . -
American consumers lose over 640 billion a yeag ~through fraudulent
.practices. Deception and misrepresentation in the sale of ¢onsumer goods
and services is so widespread that it often goes completely undetected.
It is for that reason that we néed to become aware of the types of fraudu-

lent practices and how to avoid them. We also should knowthow to seek
redress for losses due to fraud and misrepresentation.

"This module contalnp two Suggested approaches to help You, as the
leader, help others become more responsible consumers in d&aling,with
fraud and misrepresentation. Both an:overview approach and an in ~depth
approach are presented for your use.

r . . . N
<.

Contents of thé Module < 2
: Vo / q . ‘ .
This module, entitled, "Avoiding Consumer Frauds and-Misrepresentations"
contains the following‘components or areas of understanding:

(Vl s I. IDENTIFYING CONSUMER FRAUDS AND MISREPRESENTATIONS
II. AVOIDING FRAUDULENT SCHEMES AND PRACTICES
. III. SEEKING. REDRESS FOR' CONSUMER FRAUDS AND
’ MISREPRESENTATIONS

Each component includes an overall .objective, further speciflc ob-
jectives, competencies which, hopefully, the learner will have developed
upon completion’ of the subpart, rarrative description or an_outline ‘of the
information to be covered, leader acttivities, and transparency masters
(located in the Appendix) which can be used on an optional basis to im-
plement ‘the suggested activities. Much of this information is. included -
‘for your benéfit and will not be seen by the 1earners. You will want to
read and examine the entire module carefully bdfore presenting it to the
learners. his will help you to understand the informatlon in the module
more fully,/and will allow you to make some tentative choices about which "\\
activitie ~to use in the 1earning situation. . .. SN,

Other features of the modube are Qhe blbliography and sdources .of
further reference,ﬂan evaluation device, a form for you to refurn con-
cerning your reaction to.the use of the module, and an appendix.

- .

Overv1ew Apprgaehes:

, There ate two o¥érview approaches lnCluded ‘as’ suggested presentations’
* for one session which covers all of thé material in the module in ,a 50
min%té time’ pe Fhese could be used at dinner meetings or 1uncheons,
as a program for a men's or women's club meeting; as a program for the eld-
erly, or any other meeting of adults who might be interested ip learning
more about consumer fraud and mlsrepresentatlon Thesfirst of these pre-
_sentations is a "Leader/Lecture-Oriented Presentation'". In this overview, ¢
you as the leader would do all of the talking and explaining unless, of
course, there are questions. The second of these presentations is a ''Dis-—
¢ussion-Oriénted Presentation'" In this overview, ‘you as the 1eader wouwld
explain ‘some of the infordhtlon and tlyen _encourage the group to contribute




"’ ( ! N

‘f. by asking them questions, having them draw conclusions from an example
and so forthi You,should review both of the¢se presentations thor0ugh1y
before deciding which overview approach you would feel more comfortable
"-using or which would be more appropriate for your group of adults. It
may be . that you will present the overview to a group of adults.whfse in-
terest in- the area of consumer fraud and misrepresentation will be in- .
créased by your presentdtion. If they express & desire to  learn more about
consumer frauds and misrepresentations, the indepth appnoach Ean then

. “be ‘used, with the’ sane’ group, sto cover any particular area of "interest,
* or to cover all three components o £ » i oo
- . ‘ < A / :

Lt . R ' .

In—depth Apprqach o ' . o )
S . - A

i The in-depth approach is for presentatiofs which cover all of the
material in.the module-in two sessions of fifty minutes each. The
activities on the Leader Activities page for this approach are mere speci-
fic and cover the materxial in .the preceding narrative. er outline in

more detail. The leader activities for each unit are suggéstions. Those
which are strongly "Recommended" and most vital to accomplishing the L
objectives are labeled, "R'. MVFhose activities which are ''Suggested' .and .
may be necessary for adding depth to the®learning are labeled, 'S". 7
Those which are "Optional" ‘and can be done 1if time permits, are labeled

"o', ]

1
i
f

. <

You should select what you believe‘to be the most suitable activities
for accomplishing each ijective with your particular group of adults.
This may depend upon the people in your group, the facilities and equipment
available to you, the. time yau have to present the material nd the-degree
to which you feel cgmfortable using the various methods of presentation.
Emphasize first, those activities labeled "R"; next, those labeled "S";
and finally, if time pefmits, and should you decide it would be beneficial,

those .laheled '"0". It is not advisable to use activities out of sequence
N unless, of cdurse, you have detérmined that your adults already possess -
/ ) some of the more Aimportant competencies. s

Wherever an asterisk (*) appears, there is a transparency master,

3 which can be used for that particular activity, located in the Appendix.
You may prefer to make and distribute handouts of the information, use a
flip chart, write the information on a chalkboard, or use any other acti-
vity which will help to accomplish the stated objectives. Each activity
is stated in such a way that. you can use. whatever method of presentation . <
you are most comfortable with and whichever you feel will be most effective
for your particular group of learners. Imagination and creativity in the

. method of presentation are encouraged. ' oo

[N

_&"'

v
Suggested Procedure for Use of Each Component of the Module

1. Fitst of all, inform the’ group of the major and specific objectives
for the unit. This can be done either by reading them to the group or by
, showing the component transparency. At this time, the first activity
. should begin.. Activity Number One fn each component is especially designed
) to serve as an oxal pretest for the adults in your group. This is a uni-

que feature of these Consumer Education Modules. This activity consists
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of a list of.questions which you can aJk to begin the discuesion, to intro-
duce the unit, to stimulate thoughty and very importantly, te determine

to what degree the learnmers in your group already have an understanding of
the information. If, after pregenting the first two or three questions,

. you have succeeded in eliciting a favorable response from the group, you
day wilsh to proceed immediately to stating .the generalizatioa. . This
method of transition to the second activity is an approach that wil
you save time. _, . =

_’,._ . [N .. . . "42 5
» » e
2, Proceei with the second Ieader activity which y%u have. determined? K
will bé most fe sible for your group,’ the setting, and the time available.
After each actdvity,rit isy*ecommended that you ask:- 1f there are any ques—
tions ox.if anything is unclear. Once the first component 18 c 'ple ed,
the same procedure should be used for each successive subpart of\th module
- until all are completed You will notice that on page 60, there

sectibn which listi¥§hvariety of references. You-as the leader
a

nthése fot addition background information on’ the topic. One
¢ of: thése. references auld bg available in your local school,
college lTBrary If not, you may wish to order several of t res

A -'use. ﬁ . : . f
. . . 3 I
. " . . o b - .

‘ }' 3. Finally, after all of theé’ units ave been completed,” some/igr& of
L evaluation should be conducted. Since yolk are working with adults who are

- most  likely in a volunteer ituation, there is np. fdrma}t po stest for them
. to complete.  Ideally, th should have been, evaluating thempel s thropgh-

out the session(s) in terms of their individual objectives. ided in _
:the madule is an evaluation device which can give you some indication as

hat the learners actually did gain from the session(s) apd” how, effective
yod ‘methods "of presentation were so that ‘you may' alter theéf if necessa
or make note of those activities which seemed to be eSpecial y effective.

bqggestions for WOrking with Adults /},

+

) Since you w1ll be working with adults, it would be helpful to 1denti£y
some ideas to keep in mind about adulg learning situations. First, the
learning setting should be both attradtive and informal. This should be a
somewhat different atmosphere than that of an actual classroom learning
situation. The 1nformality is especially important because the leader needs .
to establish and maintain a good rapport with the adults learners, .in ad- Ty
dition to demonstrating respech for- them as' individuals. Second by trying,

to some extent, to determine the life style and spending patterns ‘of those,
present, you can better assesé the future educational needs of the group.

This will help you’ identlfy the direction, sco@e,.or concentration of your
consumer affairs education presentations. ' Third, en¢ourage the learners to
self*~evaluate their own private consumer behavior throughout the session(s).
Suggest that they ask questions when things are unclear. _Further, you might
recommend that they contribute’ related ideas and experiences that 'have
worked for them" when-they feel it~js appropriate, so that the whole group a
migiit benefit from learning gbout these experiences. .The learner's extent
of knowledge and ingerest in the area 0 be examined should be the main
criteria for you toluse in dererm1n1Q‘ éxactly what and -how much of the area
will beﬁlearned Itf is your job to. ®that the adult learner '"gets®what .
he wants'" in the learning sessionsy® member to keep these ideas in mind

when working with adults; respect the learner at all t1mes, try ‘not ' to force
. . .1

. ™~ | - "

T 2 :
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ybqr opinion on oghg;s' take»breaks from time to timarrather than meetlng '
for‘a 1ong, é&tended time Sp n, qn&, help give them a feeling og worth
. A - "
’An indicatidﬁ of yo success may be yOur adults requestﬁng a, follow—
up session on the topics covered.. Ou Suggestion for this presenthtion is
) to modetate a segsien with one on mor:>gﬁest speakers.; This might serve as.
.4, . .8 third. {n depth segston or as a follow-up to one of the overview prqﬂemt—

atioqs. ‘Léﬁ R . T <» . - o ; ! S .

. {od
- oy
P . w /

ﬁh hope that the suggostions Yor using: thts module will be useful to

{ou and that .the purposes of the module will bé achieved with yo&r adults.
n all of the modules, the major objective -1s to,educate in@fvidual adults
in consumer affairs %ducat . Weg hope, and trus# that the modular approach

_used here will help ypu Ln this:effort. . v A
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MAJOR AND SPECIFIC OBJECTIVES L .

AVOIDING CONSUMER FRAUDS AND MISREPRESENTATIONS

’

. ”

" I. 'IDENTIFYING CONSUMER FRAUDS AND MISREPRESENTATIONS
Major Objeéctive: To-identify and describe the most common types
' - _ . of consumer fraud and misrepresentation.
Specific Obfectdves: To defﬁne what -is meant by consumer fraud and
R misrepresenthtion. ‘
- To develop an understanding of the purposes und?r—
lying fraudulent schemes and practices.
To list and give examples of the most frequently'
occurring fraudulent practices. . .

II. AVOIDING FRAUDULENT SCHEMES AND PRACTICES
.- Major Objective: * To stéte guidelsdnes for avoiding consumer fraud

‘ B . and misrepresentation. .

" ame Specific. Objectives: ?3 state the general guidelines to fpllow in

' o S avoiding‘-fraudulent gchemes and practices.
{ I : To list things to be aware.of -Or things to -do
: ’ which will aid th€ consumer in avoiding

\ S . specific types of frauds and misrepresentations.

-
-

. III. SEEKING REDRESS FOR CONSUMER FRAUDS AND-MISREPRESENTATIONS ~ — .

Major Objective: " To be familiar with ways and means of seeking
: . redress (corrective action). for fraudulent
hemes and practjges. .

Specific Objectives:' To list the steps 6r channels to follow in Seeking
L redress’ for frauds and misrepresentations.
to describe the’ types of information  the consumer
_ needs to supply when registering a complaint:
7 ‘ : o "To become familiar with various orgahizations that
handle complaints. . : ) . :




I.

II.

ILL.

COMPETENCIES,:
). AVgiDING CONSUMER FRAUDS AND MISREPRESENTATIONS , ‘
. v s . " . -

IDENTIFYING CONSUMER FRAUD AND MISREPRESENTATIONS

_Competencies: Give a definitidbn of '"consumer fraud". . -

Give a definition of "misrepresentation' as it applies
' to making consumer purchases. .
Describe the three aspects of a fraudulent scheme or
i practice (the "purpose', 'come on'", and "hook or trap").
List at least eight of the most frequently eoccurring
fraudulent practices.
Cite examples of these fraudulent schemes or practices.

AVOIDLN» FRAUDULENT SCHEMES AND PRACTICES
Competencies State five of the six general guidelineb for avoiding
_ fraudulent schemes and practices.
Describe at least two of jthese general guidelines for
avoiding fraudulent schemes and prjctices, in detail
(points amnd subpoints). Z
For three examples of frauds and misrepres ntationsa list
at least two things to be aware of or things to do to
help in avoiding them.

SEEKING REDRESS FOR CONSUMER FRAUDS AND MISRLPRESENFATIONS ‘
Competencies: List the five steps or Lhannelb to follow in rcgistering
a complaint. «
List two local agcncieb with whom Lonbumers can file
complaints.
List two governmental agencles that handle particular
types of consumer complaints.
(‘ite the six pleces of information that must be supplied
when tiling a formal complaint.
State two other methods that can be effective In seeking
redress. '
<,

~
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. .. _ OBJECTIVES::

[;” T. IDENTIFYING CONSUMER FRAUD AND MISREPRESENTATIQyS

~

Major Obiective:

s
L4

A To identify ‘and describe the most common types of consumer fraud and
misrepresentation. N
- \
Specific Objectives: '
To defin@‘what is meant by consumer fraud and misrepresentation. .
b ,
// To develop an understanding of the purposes underlying fraudulent schemes

and practices. -

To list and give examples of the most frequently occurring fraudulent
practices. p

Learner Competencies: | S
Give a definition oY "consumer fraud".

Glve a definttion of "misrepresentation" as tt applies to making-consumer
purchases. '

Describe the three aspects ot a frauduleant scheme or practice (the "pur-
<
pose"”, "come on", and "hook or ttap').

List at least efght of the most frequently occurring fraudulent practices
( :

Clte examples of these traudulent schemes or pract tees.

16
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What -{s Consumer Fraud and Misrepresentation?

. o~ * {

~ : \ - N
Fraud can be defined as "intentional deception to cause a person to .
give up property or some lawful right." Consumer- fraud %% deliberate-
deception of /the consumer by sellers, manufacturers, and ‘other business-
people. Clésely related to frdud is "misrepresentation," a practice -
which may or may not involve deliberate deception, but certainly involves
inadequate or unclear statements about consumer goods and services to
the extent that consumers become-confused. These deceptions and mis- ‘
representations cause the consumer to give up and/or reduce o _Oor more ,
basic ‘consumer rights: R ; 4
' The right to choose o 7 .
The right to be informed
The right to safety . »
The right to be heard and seek redress
The right to consumer education

(sl I

Consumer fraud and misrepresentation takes place in all areas of
'business transaction, from the office to the home and even to the
héspital, and occufs so frequently and unnoticed that it has become
. extremely difficult for. the average consumer to identify what practices
are fraudulent and even more difficult to prove that they are indeed
deliberate deceit. Over $40 billion is lost each year thrpdkh fraudu-
lent schemes, which averages out to about $639 per family. It is on
several of the most common of these that our discussion will center. -

. In discussing consumer  fraud and misrepresentation, it is important’
to keep in mind first the purpose of the fraud, what the seller, manu-
facturer, etc., has in mind for this practice to accomplish. Next, the
"come ‘on" must be identified, that is the motivating factor, what causes
the consumer to fall for the deal (after si@ple‘greed on the consumer'g
part or some sort of emotional appeal). Every. fraudulent practice will
also have a "hook" or "trap". 'This is the element of the practice that
lends itself to trickery.

When these things have been determined, then the consumer can learn
how fraudulent practices actually work and how to avoid "being taken"
by them.
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"BAIT*AND SWITCH" DEALS .-

N ; ‘

K] ES

‘

Purpose: A businessperson 1ntentiona11y desires to se}l the more experrsive -
models of a product rather than the less expensive "lower’ line models.

' The "Come On": The product is advertised at an apparently low Sale price
in order to lure customers into the store. This iﬁ the '"bait."

The ‘"Hook” or "Trap": _The well-meaning consumer inteénds to take advan-
‘tage of the bargain but the salesperson almost always Mrefuses" td sell
the product and persuades the customer into buying a similar but gore .
expensive item. This is the "switch. The "switch'" also occurs-when the
salesperson says the advertlsed item was "just sold out." !

.

Examples: Ope man hurrifed dowh. to his nearby car dealer after seeing
a commercjial on television that advertised a used six-year-old model at
$500 under what it probably Qhould have cost. (The "bait.'") The salesman
said, "Unfortunately, the car was sold less than one hour ago." The
consumer, aftfér some discussion, finally purchased a sinilar but more
expensive vehicle. (The "switch.') ‘
' Another example of "balt and hWitth” {nvolved Sears, Roebuck,
~and Compdny who advertised a portable zig-zag sewing machine which sewed
on buttoms, made buttonholes, monograms, etc., for a nation-wide sale
price of $58 (the "bait'). When the homemaker inquired about the sewing
machine, Sears salesmen across thé country used such replies as the"
machine was noisy, difficult to adjust, did not sew buttonholes well, etc.
Others were told the guarantec, on this machine was not as good as on the
more expensive models or that there was a long delay in delivery for the
machine on sale.  The customers’ were then encouraged to purchase higher
priced sewing machines (the "switch"). The Federal Trade Commission
investigated these sales and obtained . consent.order from the company to
/" refrain from such a deceptive practice., ‘

- UNORDERED MERCHANDTSE SCHEMES.
.—-"/‘

Purpose:  Various businesses, charities in particular, send merchandise to

a consumer without his or her previous request or consent hoping that the

consumer, out of a1 sense of obligation, will etther pay tor the merchandise
or make a donation. :

Q\: .
. . . %
The "Come on” Consumers recelve small ftems, sucheds keyrings or calendars,
ace ump wied hv letters urying them to buv a certain product from that
company or make a donation to that organization. Sometjmes C.0.D. (cash on

ceeased relatives,

delivery) parcels are addressed to consumers, or thelr
totally unordered. - .

The "Hook" or "Prap":  The consumer recoives the merchandlse and citheraeels
that he must patranlze the firm or return the unordered merchandise. In¥the

O
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tor charttabie umtrllmtlmm and donate

;oo «
case of the C.0.D. parcels, the consumer’ is oftenr"p;7 sured" into payment’
by the dellvery person only to find he has paid a, largg,Sum for worthless ,

"junk.' The company is playlng on the fact that the consumer does not know
that shipment of any unordered merchandise, other than free samples (marked

as such), and small tokens from charitable 6rganizations asking for donations,
is Lllegal and the consumer has the right  to consider it - as a glft

Examgles The National Federation of the Blind came .under crit1c1sm of the
Better Business Burcau for sending ‘heckties to hiddreds of consumers with
requests for donations. Consumers, feeling ghat this gift was of much
greater value than the ordinary tokens ,recei from charities, felt that .
certainly, if they planned to keep’ and wear. the tie, they must send a
donation to the orgdnizatlon « -

The husband of “the the Mrs Lois Barker received g C:0.D. ‘>
parcel addressed to his wife shortly after her deqﬁh * This being a véry
emotional time for Mr. Barker, he could not possibly return to the sender
something that his late wife had apparently ordered. After paying the $17
bill, he ‘opened .the pdrcel to find a-:.cheap plastic trinket box, certainly
not worth more than 59¢ and 'not an item that his wife would have .ordered
at all. Mr. Barker had clearly fallen into an unordered mgrchandise trap.

A\
CHARITY RACKETS ' ' o

Purpose: " Dishonest, fake, and occasionally well-known charitable
e : S a

organizations obtain contributions which often go to the "high" salaries
of personnel and fop other unaccounted expenses.

The "Come Ou'': Representatives use emotional appeals to gain sympathys
from possible donors. Often their credentials seem very l¢pitimate and
the name of the organization souunds familiavr. Of course, [they ur ),t‘ the

contributor to make the donation as soon as pns‘siblc !

The "Hook" ov "Trap” Most people are Hd%lll ally truat ing, of those asking
tpossible. 1t is only later,

if ever, when financial statements of tlws’o organizations are investigated,
that they are found to bes fraudulent. e cousumer ravely finds out thit
he gzl\f‘-“’t o a fake charity. : ‘

Of ten unordered merchandise such as keyvrings and calendars
are sent with appeals tor donations.  These are intended to give the consumer
a feeling of obligation to donate or a reward for his donatlon.

I'I‘x‘u‘ml\lvs': l’hlll'ip Gordon, a professional fund-ralsing consultant, wsta- .
blished "The United Fireman Fund," an organization supposedly developed for
the purpose ot gilving afd to the widows of firemen killed in the line of
dutv. Atter two years §$120,000 had been 1‘\\1‘:10‘1. Oout of this, $90,000 wasu
pald to ' Mr. Gordon and the remainder was «

and "the executive director” ot the tund (agdin, Gordon).

The Natlonal Cancer Hospital \note the similarity ot this
name to the American Cancer Society) colleetgd donations of $618,000 from
colnsumers . $268,000 of this sum was pafd td& a professional fund raiser,
while another $187,000 was "unaccounted tor." The rematning $1673,000 went
to the "houpital' which turned out to be nonexistent. )

{ded between actual widows
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- HI:.ALTH bPAb AND DANCE LE.SSO\Ib o ‘ . .

/ . .

Purpose: Health spas and dance studios. offer '"special' inticements to try ‘

to persuade consumers to sign a contract for a series of* lesqons or tredtmcntt .
. \«\_;

A )
The ”Come On'": Advertiscments for. such inbtruction use claims to. make life

more extitlng through a physical fitness program .and give Opportunltieb for
meeting new peoplc to lure' customers. Instructors sometimes offer a ftree
figure or dance analysis or take unflatterirg photognqphs of thelr cllents to
LOHViHLL then of the- ngd for the lessons or sesaionb.

>

,’/

’

The "Hook'" or "Trap'": With the promise of this "new life,"sthe consumer signs
__trap p

an expensive contract for a certdin total number of sessions. Often the con-
sumer signs up for more lessons than he needs or could possibly make use of. .
lic or she often grows tired of the lessons but is unable to get ar’k of the
money back because of the contract. When the lessons do%un out, e instruc-
tor may flatter the consumer with an award or photograph emphasizing any im-
provements made in an attempt to hook hik on anothcf series of lessons or.
sessions. ' :

. v ~ N
Examples: Mary At Price, single ark slightly OVLrWnghL saw. an advertise-
ment for exércise lessons at a local health spa that guaranteed to '"tone up
sagging muscles so that life can be an exciting adventure again." A free
physical fitness analysis was offered. Mary Ann vistied the lealth spa.
While ‘there she was weighed, measured, and photographed. Thé instructor sald
that with a Little work she could be a "new person.” - In dreamy excitement,
Mary Aun signed a contract tor one year of weekly sessions for $400.  After
a tew weeks she realized that she could just as easily continue the exercise
program on her own, but the blot)() was non—-refundable. At the end of the yes:
the instructor compared new mcasurcmcnt. and, photographs to convince her of
the fmprovements she had made.  Since Mary qan had already decided to end the
sessions, shie did nots bay the bargaln offer Yor additional sessidns.  She saw
through the plan and didu't want to get "bi€" Lwi?v.

Jim and Judy London curolled tor a $20 two weck “dance dourse at "Alberto's
School of bance.” At the cowpletion of the lessous, the instructor had a
dance contest tor the students.  Jim and Judy wére de of the "lucky" couples
that the instructor said to have real talent. He egen hinted at the .possil)l—'
aken intby this, the

lity ot the Londons becowming professional dancers,
couple sipgned a credit coutract for $350 for in addftional six months "ddvanced
course."  The Londons were surprised to tind that 2 ostof their class had been
"promoted” to the. .ulv‘un ed class \lb’ﬂ“ and .zerlized that "Alberto" was after
montev vather than tatent. ) N ) '

wd
CONTESTS AND FRER GLEFPS ,
' ' "
\l’m‘pu:;v: CMevchants and businesspersons will otften ase the Iavit ing tdea ot

contests and tree plifts as tactics to increase theirv sales.
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‘vertising is the key factor in these Qgﬁ/la

<dn this cabinet,

o L . | "

The "Come On': A consumer may be notified by phone or mail that he has won
a- prize in a contest. Or he sees an, advertisement offering a free gift at
a certain store. This, of course, enc0urages the conng?D to correspond
with the company or go ‘to the stare. ’ '

»

The "Hook'" or '"Trap'": Now that the businessperson has establi hed the de-
sired contact with the consumer, the actual details of the contest or gift
offer.are made known. 'In orddr to claim,the prize " the consumer may have
to lidten to a high3pressure sales pitch -for dnother more expensive product
first, or perhaps make 'a purchase from the company . Chances are the' prize.
will not be worth the effort spent to get it, In ‘the case of the free gift,
it is often free only with the purchase “of a ccrtain product or .amount of
merchandise. and again, may not be’ worth“the Q1me,,trouble, and money the~’

consumer spends in order to take advantage of the Mot er." Misleading ad-
: ¢ . >

Examples: Jane Simpson, a hous;;zfe from Richmond, w notificd that her

name had been drawn as ‘the winner of a free trip to Flordja. -Ecstatic at

the thought of a vacatiopn, she apd her husband took off, nly to find that
the trip was part of a gimmick to sell land in that area. ‘Thus their "vlca—
tien" was dampened by a variety of high pressure sales pitches,. and upon
Lgturn they found they had spent more in expenses themselves than the! trip
was stually worth. : : - "

Amerchant advertised a 48-piece set of stainless steel tableware as
included free whcn a LOUplL bought a 120-piece set of dinnerwarc. Bob and
Helen ‘§mith thought they were really getting a bargain when they made this
purchd:é. Later Helen priced similar sets of tableware and dinncrware sepa-
ratery and found ‘that the price vthey had paid for the dinnerware had been
marked up to include the cost of the flatware. They still had the merchan-
dise but were disappointed to find that the items had been purchased under
such talse pretenses. . ‘ :

After answering a simple quest ion over the phone, Linda Johnson found ,
herself to be the winner ot a new sewing machine.  She went to the address
siven hier by the man she had the telephione gonversation with to claim her
prizes,  When she saw the, machine she had won she was dLsdppoLntml to find
it was not a porpable model "and was in a lovely $110 cabinet (which was not
a part of her wir‘mings, of course).  Since the machine was-already installed

she did not bother to have it removed and went atead with
the purchase.  She had won -the machine, but had been rooked fnto an CXpuil-
sive purchase along with it.

FREE INSPECTTON DFALS -
\ s

Purpose: .Companics scell their products by having vepresentat ives recommentd
that the lrousehold is o extreme need of whatever that product or service may

b,

The "Come on' The"tepresentative otters the ususpoct fug, housewite, ote.
an alHolutulv tree fnspection of the house or an appliance, heating system,

v

AN Y I3 :
chiwney, ete.  Since the “tnspection is-tree, the consumer permits it, feeling!

tt could certainly do no harm.

ps
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" The "Hook" or "Trap The repxesentative almost always finds something "wrong"

with thé house or appliance and strongly suggests .that repairs be made. Of

“cqurse, the inspector has the golution to the problem readily available.

Since the prodoet in question lysually involves home maintenance or protection
(such as furnaces, pest cohtrol, .fire protection, etc.), the homeowner reacts

‘quickly, often without further .checking into the matter or getting estimates

from other companies. Thus, expénsivg and unnecessary products and services
are purchased.

»
4

Examples: 'After a "free" (nspecgien, a.lightning-rod salesman convinced -a
Virginia- farmer that his farm b ldingq were-not adequately protected from ’
fire caused by lightning. He also’ told him that -is farm was not witth ‘the
area served by the local fire department. The salesman not only had the

rods readily available, but was prepared to install them as well. The farmer.
could have purchased the rods himself for $200, buc the bill resultlng from

the ”free inspection was $3,500! ; . , 4

ers. Alice Martin permitted a salesman of heating systems to inspect her
present furnace, free of charge. After quickly examining the furnace,.the
salesman reported that it was in bad need of extensive repairs that would
probably cost more than installing a whole new system. He also cautioned
her of the danger of an explosion if the situation was not soon corrected.
A sales pitch on the virtues of the heating system he was selling followed.
Mrs. Martin replied that she would have to talk the probltm over with her

. husband before signing any contract. When Mr' Martin came home from. work

that evening Alice told him of the ancident. He promptly called a friend
who was also in the heating system business to come inspett the furnace.
The Martins found that they did need their furnace:cleaned and a new filter
installed. Thede repairs amounted to $8, in contrast to the thousands of

“dollars they would Wave spent- {f they had signed a contract with the doov-—

to-door salesman. The Martins were lucky that they did not get bitten’by
this deal. '

"HLIGH BALL" AND "LOW BALL" AUTO DFALS

Purpose: Both the "high ball"™ and the "low ball" ;n‘e'gim"mtcks used by
automobile Hdlt‘ﬁp('rﬁnllﬁ in order to entice shoppers into becoming buyers.

The "Come On": 1o the, "high ball™ deal, the automobile H.‘llt‘ﬁp’(‘.rﬁ()ll spots
shopptr and offers him an "oxtra high" tludv—in price on his present car.
The lgw ball deal is an-offer, which is soon retracted, of a price apparently

Just above factory cost on a ngw car.

" The. "Hook'" or Ju ap" The victim ot the "high ball" buys a.mew car and s

charged high prices tnr a varlet§ of extras on the car In this way the dealer

makes up the profit he Ylost" on the trade. This deal c.(mld also take; the

form of "bushing,”" when”the dealer gets the car with unprdereyd- extras and

the buyer would rather pay for them than bother with reordexing the automobile.
The "low bakl" victim decides that he fs getting a real bargain on the

ubuormnllv low priced auto. He returns to the salesman ready to close the

deal’; but the salesman says that he is very sorry but he made a "mistake"

o L/



v in the price he quoted earlier. Since the buyer is tired of shopping at this
point, often he goes ahead with the purchase anyway.
> " .
Examples: Charlie Walker's hobby was "window-shopping" at automobile sales
lots. One day a salesman at a lot eyed Charlie's seven-year-old car and
began persuading him to trade by offéring him $300-$400 more than both knew
the car was actually worth (the high ball). Charlie had spied-a new car he
was interested in, so he decided to trade since he was getting such a great
“price for his old car.” Of course the dealer could not afford to go through
with such tvr&s, so before the deal was finally closed poor Charlie had been
talked into several hundred dollars worth of extras on the car that he
. neither wanted nor needed. '

« ’ 1\11'(3:\Xx'lmplv of the "low ball" deal oceurred when a Norfolk consumer and his
family. tul‘k?d a salesman Into gelling an almost-new Chevrolet for only
$§2,400--a rpally low price. The salesman wrote up the contract and went ’
to find the manager who must okay all sales. The family waited for his return,
Wappy abaut the good buy they had made. The salesman soon returned with thg
manager ¢lose behind, shouting at the salesman dnd threatening to fire him.-e‘
The salesman apologetically explained that the manager would not okay the
contkract because the price was mistakenly misquoted. . The familyv ended up
purchasing the automobile at only $2,850., They returned home feeling good.
abotut the price thev had paid tor the tine car and also glad they had been

]

able to help the nice salesman out of his predicament with the manager.
The dealer was pretty happy too as he *had made an extra profit of $200 above
the marke't value of the car, which was really $2,650.
*
o '

AUTO REPATR FRAUDS

Purpose: - Auto repaivment fncevease theirv sales,and carnings by wsiug such
tacties as misdiapngsing, wylecessavy repairs, using sccond-hand parts,
and overcharging.

o The "Comt On':  There are many types and variations ot aato repaiv traad,
but {u most cases the automobile ownes detects a trouble vignat and goes to
4 parage or service station.  The vepaivman diagnoses the problem and tel 'y
the owner he will give him a very l'v;l:;nn;lhl(',1>1"iu:. A contract estimating
the cost ot the work#is drawn up tor the customer to sign.

“Phe "Hook! or "Trap”: Through his own lack of intormation, Cime, or aceess
to another repalv shop, the customer signs the contract. fnomany  cases,
only a minor repatr was necded but extensive repairs (which may o1 mav not

. have been made) are charged for.  Somet fwes a repajrman wiltl create other
problems while working on the auto. Overcharging tor labor and extras
such as lubrvicants trequent ly oceonr along with the use of secold-Tand paatls
at new part prices. The actual cost may well oxceed the v:;(,(nm,_l.i' buat since
the vepairvs have been made the customer s trapped into l’*‘}'i“)'- the bill.
Favorite traps set by, auto repaitmen gost trequently deal with battevies,
transmissions, brakes, and shock absorbens. I",x'um;h(::u:; specialfeing in o
cortaip type ot vepatr, such as muttlers, also have a hipgh incidence ot

A
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supplying materialg and work at outrageous prices. Advertisements for
v these repairs emphasize the time amd convenience factors to lure unsus-

pc;ting consumers. . !
. ‘ ) ) ' | . ‘
. Examples: Ann Davison had not been able to get her caf started for the lapt

three mornings without being "boosted". She finally took the car to a
nearby service station where the repairman took one look and igstantly con-
cluded that she uceded ‘a new battery. He told Ann she was’ "lucky" as they
just liuppezﬁd to be having a "special' on batterfes and he would-install
it for her for "ounly" $46. Convinced by this ami glad 8he cogld, take

« advantage ot the "sale', Ann permitted the repairman: to replace her battery.
Later a neighbor examined the replaced battery and told her that it merely -
needed thie termimals cleaned. ’She had been sold an unneeded part, h f%equc.nL
occurarce in autio repaivs. This is g simple example, but others: Livo lve

) muéh' mbre extensive and costly repairs., . R

\
i .

“Bob Segal H:lspm't‘lt‘tl a trausmission problem in his carv and took it to
a ll(l[_it)llilll'\'Ikllo\dll franchise transmission business. The repairman estimated
a $160 repair job of the car. It seemed reasonable to: Bob so he signed a /
contract tor the work to be done. A few days Jater Bob returned to get the
< ocar and regeived a bl for $310.  The vepairman had not notified Bob of the
Textra S150 anml. ll‘i‘([llil'illy_ abdut the added sam,  Bob was ‘told that they

had tound St2o
S was tor "shop chavges" (extra bolts, lubricant, cte.). Bob was very s
disappointed that he had not shopped arvund since the reasonable estimat.e
had tumed dinto a4 costly and questidonable Jdeal.

. . ,
e frepairs nevded than they had expected and the remainjuyg o

f

DOOR=TO=-DOOR SALES

. . .
’ v
Purpose:  boor'to-door.salespersons use vartone: techubgoes ot i )""ll"[\l‘\‘.‘“‘.‘\'lvll‘(“i ’
. selling to persaade conswers to buy prnllu}:t sothat thev do ot need ov wild - -
' Fikely never wse.  Often thesf products ard ovevopriced, ol poor qualit v,
Tor are ordered cund not l't‘gi\‘ivt{ 1. ’ :
Ty . . C
The MCome Ogg' s Book:s, magazines, cocyclopedian, Bibles, sewing wachines,

. vacuum ¢ leanen s, ands other Pﬁ\m::vl_ml«l sadpets are tavoirite produces ot dom
to-door :{;lm:pvl::nn::. hese satespeople  usy tree demonstvat fows or samp les,
intenSe emot fonal appeats, sympathy plays, Rt tery ed compliments, ex-
trome fricuadl iness, and hard-s5e 1l sales preschitat ions to persuade consome rs
into lniviu;;. C Some salegpersons pose as taking a sovvey aud ase the inton

fwat ion obfained to cither pet theiv Yoot fu Fhe doot™ or 1o set flhe comsamer
up totr g o visie trom a havd-sell aaled ) v
The "Hook" or "Prap': = Consumers tall tor ales tactics and make these

+ purchases hastily without Riving due consiiderat ton to the use, ueed, price,

andiguatity ot the praduct. Contracts ave sipned without teading pull
details and consumers ate ottor unaware ol thet logal viphts |u‘1'(’.|i|1in'y\ to
doorto door saloes, Fhervetore, connimers are cheated oul ol many dolars
by purchasfap poor quality, hiph priced, or unnccessaay ffewi. Conttacts  f
arte sipned tovr mapadine subsceviptions and book olubs that s exceed the ‘
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réasonable time lengths consumers would ordinar‘ily wish to reccive such
materials bomet1mes~these‘materiais~qr¢ paid for and never delivered. By
commlttlng themselves to long term crodlgﬁpayme ts, this additionally raises
‘the cost of the product. . '

Consumers do-'not. realize that, according to Virginia law, any puréﬂabe
of- over $25 made from a door-to-door balcbp rson can be cancelled within
three full days ((not counting Saturday ‘and Sunday) after the purchase was
made. When the consumer notifies the gompany in writing of his desire to g

cancel the contract or’ purchase, thg saleSperson has ten days to refuhd all
money and/or trade- ins and the consumer has twenty days to send back the
itemssto the hdl,ubpvr.son. ] , ' ’
lx amples: drllyn {)ay answered the doorbell one morning to find a handsome
young aan wishing to show her samples from a set of encyclopedias.  She
invited' him in and he gxplained to her the tine qualdity of the books. He
pointed out the nmuy uses that he was sure her hntel.l_lg(,nvL_ children would
tind for tllc'uncyclopg*dias. Along with the books, she would receive a
dictionary and five yearly supplements to the set. This offer was for a
limited time only. Bucomipg more and more convinced, Mrs.” Day asked the,
salesman a few questions about himself. He c'la ned to.be wdrking his way
through college and was really’ in need of customérs for his fine educational
product.  This was® the cl:ulc,l'wl'- Mrs. Day could not rveslst the deal and
Also the opportunity to hélp him and signed a contract for the books to be
shipped to her. Mrs. Day had no previous intentious of purchasing encyclo-
pedias and had not disgussed the matter with her children. * In the months to
come, she found her children used the erncyclopedias provided by ‘their school
.

{ -
Jinstead of the ones at home just about cevery time they ever neceded. LhLm.

Later, the first vearly supplement arrvived and she foand hergeldt hvln;, billed
$2(:)?1k)l' the book. - comparing prices paid by anather ne ighbowrs; '..hv tmmd she

“had paid 5300 more than the set was actually worthl = Making such” ) h\(m(‘y and

wninlormed: purchase was (roby o mistake but is 4 very typical situation.

Another housewite permitted a salesman o demonstrate a new mode

sow il machine tor her in her bome,  The machinde was o deluxe model, \
sewing buttonholes, appl Pques,  monograms,  decorative gtiches and more. R
Fhe Salesman made (0 all Took so simple that she could not resist the
temptation to have one ot her own.  He also assured her that she was
potting, an” excellent deat on the machine as she Jad been one of the
onsewives specially selecsed for hiim to visit,  One ot the conveniences
oT the purchase, he said, was that sty could call him back to her home
lor vepaivs any Cime. Iideed she could, and did. on the average ol
onece aoawonth the machine needed minor repaivs and” jnstments . cach cost iny
her trom SUS 5205) So, bhe hadon't putchased such a preat unuhlm' and
wither had she o porten o "pood deal" on i, e ditterence was spon aade
up i repafan, “
. N )
. »
‘ y

CHALN I\'_l':.‘l-"l‘,l\'l{.»’\l, SUHEMES

'

)
. . . “r .
Purposes Salespersons increase theit chanee of making 2 sate by haviog, con
Sumers provide nawes ol ot he prospective customers that he mipght contact .
e g  } .
\ N 2r' o ' y .
) J . ‘
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WThe Come On'': A consumer i told by a salesperson that he or she will

L
give the names of friends or neighbors who might be intetested in the pru—
(1U¢§,, a retund or partial discount will be given on thvlr own pur(_lldbL. -
The ' Hnol\ or Mrap” lhr«m;,h mlbxcpn*m ntation oi Llw lacts of these |
schemes Lhe consumer builds up hopr of getting bxg, returns on his purchas.
by giving a large number of names for referral. However, he latér realizes

that this was mercly a pressure sales tactic and that he only rucxve> his,

. refund if and when one of his referrals makes a purchage. Maybe one ‘or two
of his regerrals will purchase the product, even though he may have gfven
the salesperson the names of 100 or more triends and acquaintances, so he -
might get a smalll refund. The salesperson may not even bother to check out
- any of’ the re erdals.  An additional problem exists when he checks into the ’
price RlnL he plnd For the product in the tirst place. He finds that it has
often been raised substantiglly to compensate for these refunds.

Most consums's do not take the time to tirink a chain referral schemd
“through. It they did, they would realize that {f thé same offer was made  to
veryv many other customers thére would soon be no one ia the werld left to v
reter. The pyramid diagram below shows what happens if the first huyer o

givas: the salesperson ten names, those ten customers each give ten additional
names and so torth.  Tooouly ten steps away tvonr the first bayer, vou would
need more buyers than there are people in the world., 1t is tor that reason
that chain re Tg,-n.ll schemes ave illegal tn many states, including Virginia,,

u" ~ .
‘ ' Focinttial buyer)
' 1) (his ten reterralys) : L
L0 (f.\‘l’\yu'il Len l’l“\‘[‘l}lll‘-:\w ) ) ',
‘ oo . RV :
* : l“,(](,l) . ' !
oo, 000 . ' . B
o L, 000,000 N .
. [0, 000,000 Ry
. IUU_()HU_H{H) ,

1000 000,000 Cover UL, populatoe o
LOLO00 ;000 004 (oven world populatiton)

.
f’ AN
—

Posoumnp Less Fortiaps the best bnowo examp e o Che chiin cetereal o aate P
vt cleaper o lesman, o Thos product seems Lo Tend (0210 well 1o the

Y . N v
soheme FhexBinlev tamily purchoed o contral vacumm o beaning sivsiCem ol

T with [l“\,m,l‘w‘ Chat they could get s othe pedple to bay o theor ap
plianee vould "pov o itae e, The solesperson promised that tor each aale
becmade trom the names reterred byothe Binley's chev would |.‘m‘i\u'.\._| croedit
ot 51000 Mathematveal by speakoroy, 10 ten tamilles cach made sis roeteY cals,
Al these made another sis yeterrals, there world have to be doo 00 tami b,

in the vicinity porchasing Tvaceiome svstems o order Lo cach pecson Co proli
trom the reterral syvatom.

STl sadeiman ggeed Lo cechnque withe color teteviaron sota aaud an e ey
treutte brofler o wd®D ] wade ovet [--o(v\_l)lil‘ i o Vet .. latetr, (he cout it
coph it o e thie ehicme and e wae e V000 -.«-nl«-n«’-v?«l foerve o P

mont s l|n|H‘i::mnnvnl not tor this trand, bat mabl trand instead sinee e '

Crandotent papers were sient theoonyh the nad o
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Aruitoxt provided by Eic:

PYRAMID AND PONZI SCHEMES s
Purpése' These invéstment schemes promise an unusually high rate of return’
in order to keep investors interested in the empty or misleading deals they
are investing Ln : ' N

The ''Come Om!': . Both Pyramid and Ponzi schemes involvé investment opportu—
nities which mph331ze a very high yield and a quick return They may pro-
mise a ''oncé inga lifetime" opportunity or the chancée to "get 'In on the
ground floor.”" The pyramid sclieme 1s a business vdriatlon of “the chain
referral deal. A consumer is offered a chance&” “to "invest" by purchasing a
number of distributorships to sell a certaln product ‘He is also given the
right to sell these same distributorships to others and recefves half of
their proflts This entices the censumer/investor since he figures that his
investment will pay for {tself quickly and bring in additional high profits
as well. Ponei schemes (named for Charles A. Ponzi, who defrauded hundreds -

‘QT 1nvestor\s in the 1920's) involve a promoter who claims to have 3, product

or deal which will give the investor a quick return in only a few manths

‘The early 1nvestora makg their investment and actually receive good returns
_promptly. anouraged by this, they are easily persuaded to re-invest the

profit and further increase returns. -Others are imilarly c¢nticed when they

“hear “how'woll." their friends are doing. This gatuet‘n of events ou.urrs

-

over and over so the investors feel they are red:tl-y "in the money."
' .

The "Hook" or "lrap": The bottom eventually fallsrout of both these 1nvest—-~X
ment deals. In the case of the pyramid scheme, the investors concentrate _
on selling distribugoérships rather than the product. “This brings about the -
same problem as thc(bhaxn referral scheme—~the pyramid builds so quickly
that, you soon run olt of investors. The chart sbelow shiows what happens when.
#1iX dlalxlhulnrthps‘dlo sold and edach of those sell six more in turn. Those
at the top of the pyramid will f"q_'u-, ch‘n}on'L-y quickly but those nearer the
bottom tind it tmpossible to protit so the investments cventually dwindte and
the deal ralts through.  Virpinia taw prohibits sueh pyramid promotional
schemes. )

Months , Part {cipant s

1 : t

0 16

{ Jlo

G . l;.")()

5 ' Y
"o - B, bhb

/ , 279,936 :

3 IR L,o/9 0l ' o
4 . 10,0/ /7,696 :
o ’ 60,400, 1 /b

11 ' 302,797,056, Fxceeds United States FPopulation
12 \ - N WA J820330

b ) / e 13,000, ()‘M 06> Exceed: World Population,

Jhe cateh” behnd the Ponsl seheme (% that the investors hink they arve
sharving the high protits and hope to make d@ore, but in reality the profits do
not exilst. . The promoter has worked out the system so that he pavs the, few

»oearly dnvestors high returms and most ot them as well as new invest ors pay.

"o
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more money to the promoter. The money to pay the early. investors comes from
the funds of the later investors. Since there is no true. source’.of ‘invest-
ment income, the scheme eventually collapses. The promoter will:either dis-
appear with all the "investments" or reveal- the bad news that the invest-
ments went ''sour’, * l - :
Examples: One of the well-known examples of the pyramid distributorship
deal was' that of Holiday Magic Cosmetics. This firm held "opportunity
meetings" at which they used high pressure appeals to encourage consumers
~to become representatives. There were four levels of distribution in the
Hpoliday Magic dea* The fourth level, the general distributor, promised
earnings of at led®t $25,000 a year. To reach this level the consumer had
to invest at least $5,000 in cosmetics to resell t =distributors. The
company handled all transactions on a cash basis dgd the investors were
required to sign a contract relieving Holiday Magic of.amy guarantees of
profit. Hundreds of censumers fell into this deal and signed such contracts.
Soon there were more distributors than there were salespersons to push the -
cosmetics. Thus the investors were left with basements and garages full
of thése cosmetics and empty pockets. One man and his brother and sister
invested $18,000 fn Holiday Magic. After 6 months, they had made only
$147. This firm was charged by the Federal Trade Commission with unfair
" and Yeceptive merchandising and investment misrepregentation.
o Robert Johnson, operating as Ridge Associates, was the promotor of a - %ﬁ
Ponzi scheme involving wine imports. - Johnson claimed to have.a business
purchasing "industrial wine'" for use in the manufacturing of salad dressing
and other wine by-products. Many consumers were enticed into investing in
this gcheme with promises of 30-100% profits in only 6 months. S@me of these
investments Were as great as $250,000. The investors were encouraged not
to cash mature notes, but to let their profits accumulate. Johnson, it
turned out, was not in this business at all as "industrial wine" does not
exist .. He had kept the scheme going by paying off investors who wanted out
.of the deal with funds from new and present investors.

.

)

e

LAND SALES SCHEMES

E ]
Purpose: Dishonest real estate firms misrepresent the facts in land deals
'so as to get hipher prices for the land than it is actually worth.

The "Come Opn'": Vacation and .retirement. sites are sold to out-of-state buyers
on the premise that the land is in an ideaf location that is readily acces-

" sible to _shopping areas, untouched by pollution, etc. The high pressure
salesmen urge immediate action since the land is "going fast'" and the promise
of future developments nearby makes the land a wise investment'as it will
greatly increase in value (buy nowd). These deals are closed sight unseen
on the spot in the realtor's office, during a sales presentation in a restau-

rant, oi\in the buyer's home. ,

S
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" The "Hook" or "Trap": When the consumer finally gets around/{;’investigating

)

1s trapped in his purchase.

or visiting his land purchase, he finds that the facts have been grossly
misrepresented or "left out'". The salesperson may have failed to mention that '

-water or other utilities were not available, that the land was in the midst of

a swamp or desert, that certain liens were on the property (unclear title},
or that the promised development of shopping centers, golf courses, etc., were

merely proposed ideas. These "half-truths' are often hard to prove as fraudu-

lent and since the contract has already. been signed, the unhappy land owner

v

Examples: The Hilton family proudly purchased Florida vacdation land at a
"bargain' price from a realtor who had visited Mr. and Mrs. Hiltom at home .
Mr. Hilton, realizing that land at this price was hard to find, closed the
deal that very day as the photographs and slides of the land were very con-
vincing. That spring the Hiltons traveled to Florida to visit their property
which' was described as "5 miles from Rainbow City" only to find that "Lake-
side Estates" were surrounded by miles of impassible swamp with one road
leading out 43°miles to the nearest town. The lots were such that building

a home would require quite expensive engineering. So, in effect, the land
was useless to the family and a total loss. In,.spite of this, they had

to continue making payments for another 2 1/2 years to purchase the product
or face court action. ‘

The U.S. Department of Housing and Urban Development (HUD) in-
vestigated a company selling lots in Lake Chaparral, a recreational
subdivision in Kansas, and found that the company had sold lots in

violation of the required developmental propertygreport they had filed
with HUD. Included in-this violation was failui. to keep promises
-made to buyers about paved roads and the water system. The company -

- was forced to make $35,000 worth of refunds to buyers. In this. case

the consumer did not lose out completely, but there were still many
unhappy victims of misrepresentation.

WORK-AT-HOME SCHEMES ) a

Purpose: Companies advertise for consumers to do tasks for them in their
own homes, often for the purpose of merely selling materials to these con-
sumers rather than seeking their employment.

The ''Come On': Advertisements claim that consumers can make large sums of
money right in their own homes at their own convenience. These ads are
designéd to be particularly appealing to housewives and elderly persons
wishing to make some extra.money. ‘

-

The "Hook" or "Trap": Some work-at-home ads are legigimate, but many have
a '"catch" to them. Frequently, the consumer must send in some monecy for
a kit or booklet that is supposed to give more details. When the consumer
recefves the informatien and/or materials, he or she finds they must buy
some or ,all of th materials themselves and that they are responsible for

29



the "salary" paid depends on the '"succes
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selling the finished product as well. In other cases, when the consumer

returns the finished product it is "not up to standards'; thus, he or fhe

is stuck with the product and out of the‘(meney invested in it. Sometimes
of the company.

Examples: Mr. Clark, a retired gentleman wishing to make a little extra '

money in his newfound leisure time, responded :to ads in the local newspaper
seeking persons to lace leather goods in their home for a commission. In a .
few weekshe received the pre-cut materials and the instructions for lacing
Of course, he had to purchase these materials from the company. Following
the instructions, Mr. Clark ¢ompleted the leather goods and returned'them

to the company. Later he received a notice that payment for the work ‘could
not be made as the finished products did not meet with their set standards.

Another work-at~home scheme involved Lucille Workman, a middle-aged
housewife who answered an ad to address envelopes for a eompany to send
advertisments to consumers. Lucille was sent a mailing list from the com~
pany and had to purchase the envelopes herself. She returne¢>the addressed
envelopes to the company and waited for her salary. After several months,
she received a reply from the company stating that the advertisements mailed
in the envelgpes had not increased the sale of their product, thus®they were
unable to pay her for her work. Not realizing that this was a condition of
the agreement, Mrs. Workman was 'taken" by the schenme.

"GET RICH QUICK" DEALS

Purpose: '"Get Rich Quick" Deals involve an advertiser who claims to know
a secret to becoming wealthy very quickly. The qurpose is to encourage
consumers to send for further details.,about the "deal.

H m
The "Come On'": The further details are not clear . the promising ad-
vertisment, but the consumer is often asked to send money regardless. The

deal sounds especially inviting.

The "Hook" or "Trap': The trap is that the consumer sends in money for
further information, no matter how worthless it may turn dut to be. These
glamorous ads, found in newspapers, magazines, and received directly
through the mail, usually result in paying from $1-20 for a book or pam-
phlet describing some 'get rich quigk" scheme,.new business deal, attitude
change method, etc. Such an ad often containg’ (1) lavish c]aims about
results, (2) testimonials from others, (3) a clause saying "anyone has an
equal chance for success'", (4) the.details of the deal are "secret" until
you follow the directions in the ad (usually to send money), (5) the offer
claims. to be "something different', and (6) the advertiser claims an un-
selfish motive for sharing his "success."

fow

Examples: One advertisment using'the caption "At Last, The Secret But
Legal Way To Get Money", asked the reader to send $3‘for details. The con-
sumer received two booklets, one giving instructions on how to sell bill

- 30

\



-~

collection form lettérs through a mail order)business, and the other de- .
scribing a "magic formula" called "Coopudoolu" (this actually means
"Cooperation Under the Divine Order of Living and Union").

’ )

B .
Another ad read "Get Rich with Secret Law that Smashes Debts and
Brings You $500 to $3 Million Cash'" resulted in consumers paying $12 for -

‘the advertised "Debt Survival Kit" which included a booklet on "Dynamic

Image', describing various schemes from starting your own university to
details on "how to disappear completely." The authors of this one were
quick to add that they neither guaranteed or assumedvrespoqsibil}ty for the

.use of the contents of the book.

o
"BANK EXAMINER" SCHEME'

'Purgoée: A person posing as a bank examiner involves innocent consumérs

in his schemes to steal bank withdrawals from them.

The "Come On'": The phony bank examiner telephones a consumer seeking their
assistance in catching a bank teller that is suspected of being dishonest.
Since the consumer feels it is his or her duty as a citizen to help capture
this offender, he or she willingly follows the instructions .given by the
"examiner." e

The "Hook" or "Trap'": The "examiner" indtructs the consumer to go with him
to the bank where the dishonest teller works and ask the teller to make
some sort of withdrawal transaction for him. The consumer then hands the
money withdrawn over to the "examiner" for counting. Before the consumer
realizes what has happ®ned, the phony examiner has disappeared with the
money .

w

Example: Irene Campbell, an elderly Lynchburg resident, received a telephone
call from a man claiming to be a "bank examiner" stiating that he knew her

to be a patron of his bank. He asked her to assist in the apprebension of

a dishonest. teller by accompanying him<to the bank and drawing $500 from her
savings account. Mrs. Campbell agreed to this, withdrew the money and

. handed it to the "examiner" to count. . But, at the sleigBt—of—the—hand, the

examiner quickly stuffed the bills into his coat poéket and ran out of thLe
bank. Mrs. Campbell was too startled to cry "thief" until after he wa
already out of sight. The "examiner" .was nowhere to be found and neither
was her $500. e ' '

John Bowman entered the bank and was approached by a man claiming to ‘be
.an undercover bank examiner. The man quietly asked Mr. Bowman if he would
g0 withdraw a sum of money from a certain teller as they suspected the teller
of withholding funds. The "examiner" reminded John to be very secretive

about this action. The man had a seat in the lobby'while Mr. Bowman made the

transaction. Bowman withdrew $1,000 from his savings account and returned to
the "examiner" to have the money counted. The "examiner" took the money and
wrote John a receipt for it. " He thanked him for helping in the investigation

and t6ld him to return .to the bank the next day, after they had apprehended
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the teller,.and cash in the receipt to get the $1,000 back. John went home
and returned to the bank the next day. When he tried to cash the receipt, a
bank official told him there had been no such investigation and the receipt

was invalid. Mr. Bowman had lost the money completely.

,“ | l %

THE "PIGEON DROP" .

)

b Purpose: This con game 1is actually a form of outright theft, taking large
sums of money from unsuspecting consumers through -purposely involving them
in a lost and feund incident. B .

[

The "Come On": There are several variations of tricks used to "pull off{
this scheme, but the game usually requires' two operators. The first 'con-
artist" involves the victim in polite conversation while waiting for the
‘second 'con-artist" to appear. Often one of these.is'a woman. The second
"con-artist" pretends to have found a large gum of money in a paper bag or
envelope, and attracts the attention of "Con-Artist' #l\and the victim.

The three try to decide what to do with the money. One of the con-artists
claims some affiliation with an attornmey and pretends to go seek his advice.

The "Hook" or ''Trap": The con~artist returns from the "attorney" ‘(who
really does not exist) and veports that they can keep the money. He adds
that it would also be wise for each of them to put up a sum of money in
"good faith" in the attorney's safe. This is to protect them if someone
learns of their finding the money. Each of the con-artists pretend to draw
the money from their savings accounts and then accompany the victim to his

r ° bank to do likewise. The victim usually turns over, the money for one of
the con-artists to take to the attorney. Later the victim finds out that.
there was no "attorney" and that his money is in the pockets of the not-to-
be-found operagtors,

N Examples: Roger Dawson was sitting in the park when a man calling himself
Ed White approached him and began chatting. Soon their attention was
turned to the excited cries of a man close By. This man, Sam Jehnson,
said he had found $30,000 in a paper bag under-a bush. He assumed the mrney
had been gained by illegal means. He said that since they were in this
"together," they must decide what to do. Johnson said he worked for a
lawyer and he would go ask'hiq;for advice.  Upon return, Johnson reported

-+’ that they could split the money, but they must each put up $3,000 in the
lawyer's safe as security. Johnson and White went to their respective
banks and purported to draw out $3,000 each. They returned and escorted

! Mr. Dawson to his bank. He withdrew the $3,000 and it was placed 4in the
nvelope with the rest. Johnson volunteered to take the money to the law- .
yer while White and Mr. Dawson waited outside: n Johnson retédrned he
told Mr. Dawson the lawyer wished to speak to him. Whep Dawson entered the
building he found the lawyer and the whole deal was a fake. He quickly «
returned to the outside only to discover that Johnson and White had fled
with his money. - o

)
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A similar incident happened to a 75-year-old widow in Roanoke. The
widow lost.$1,000 of her savings in a similar "pigeon drop't involving two
young women. She felt the situation was tog embarrassing to report. But
two weekg later she received a telephone- call from a man claiming to be a
member of the police department. He “reported that the two women had been®
found and were in custedy. He furgher said that it would cost $5,000 to

' "make sure that" the women were convicted. The two men later arrived at L
her home to escort her to city hall to ''confront. the two womem in custody."
On the way, they stoppéd for her to withdraw the money from her bank and
gave her a large envelope in which to put the money. One of the phoney
law officers held the envelope on the way to cjty hall. After entering
the building, the widow was told by the two men to take the envelope and
"see 'Lt. Robinson on the second floor" while they checked on another case

~in the courtroom on the main floor. The widoy climbed the stairs 1im search
of 'Lt. Robinson", o to find no such person existed and when she peered
into the envelopg sh ound the phoney law officer had switched envelopes
on hér leaving her with cut-up pieces of blank paper. She hidrried back
downstairs only to find the twb thieves had filed the ' building. The widow

had become the victim of "double drop," an added twist to the pigeon drop. *

!
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‘ : & o ~ OBJECTIVES: o :
I1. AVOIDRNG FRAUDULENT SCHEMES' AND PRACTICES W L

.
g -

Major ‘Objective:

To state guidelines for avoiding'consumer fraud and{misrepresentation.>

. <t

Sgeeific Objectives' : a.-

;A
"o

To state the general guidelines to follow in avoidigg fraudulent schemes
and practices. -

*‘&.

-

To 1list things to be aware of or things to do which will aid the cqnsumer
in avoiding specific types of frauds‘:nd misrepresentations.

s

. .
Learner Cogpeﬁencies:

State five of the six general guidelines for avoiding fraudulent ‘schemes
and practices.

‘Describe at least two of these general guidelines for avoiding fraudulent
schemes and practices in' detail (points and. subpoints).

.
3

For three examples of frauds and misrepresentations, list at least two
things to be aware of or things to do to help in avoiding them.

__‘/ . . ’ ) . 4 &




I1.  AVOIDING FRAUDULENT SCHEMES AND PRACTICES . = .
. (Conceptual Outline) '

.
Pl

Reminder about dutline: This is a conceptual outline in which'both the
major and minbr ideas are presentgd. For' further explanation of the concepts,.
review one or more of ‘the specific references noted on pages 60-65.

o
I. General Guidelines for Avoiding Consumer Fraud and Misrepresentation
1 ¢ ' ’ v -

A. Be infqrmed
1. Read'CUrrent newspapers and magazines
. 2. Check advertisements carefully
3. Be familiar with your b ' rights and responsibilities
a. To choose
b. To be informed
c. To safety’ ' . I Lo~
g d. To be heard and seek redress
) e. To consumer education

. ‘ B. Comparison Shop . : ' -
1. Prices
2. Quality ofAmaterials and ‘construction ¢
3. Claims or guarantees :
4. Get more than'one estimate for all major purchases

«

C. Ask.questions . "
. < .
. L 1. A reputable dealer will answer them
) ‘" 2. Beware of the salesperson who works his way around the questions
: LA

D. .Know with whom you arg dealing

1. Check on dealer's reputation with others ™\ L
.2. Avoid salespersons who : :
Run down another dealer or firm's product
Fail to supply complete information
. Insist on immediate sale

Turn you over to another salesperson who uses high pressure
techniques ‘

Aan o

E. Check bargains carefully

1. Indications of trickery, especially in advertisements
a. '"Below wholesale" or ”List Price"
b. "Fire sale"
c. "Buy now before it's too late"
d. "Your last chance" o
" "
. e. Absolutely frée
- f. "Give away"
g. '"No obligation" -
Compare prices wigf®non-sale items at other stores’
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F. Read all - contractscarefully before signing

» 1. Know the dealer's obligations i T B
e 2. Make certain you know your own obligations ‘
3. Never sign the. cont?act until all the blanks have been filled in

II. Avoiding Specific Frduds -

‘ A. Bait and Switch ‘Eals w Y

1. 'Examine advertising carefully,
Q."Compare 'sales price with prices elsewhere to see if it is
' - an actual savings =~ - : e
- ‘* ‘3. 1If special 1is sold out ask for a "raincheck" on it (you S%E_Still

' " take advantage of the offer when the supply is replenishe ’

4. Do not acdept a higher priced substitute without shopping
around .

5, Do not accept an off~brand subst}tute for the advertised special

f .

p)

B. Unordered Merchandise _— -

f.”]Any unordered‘merchandise by law can be considered a gift!
2. Free product samples and tokens from charitdes are legal and
acceptable
3. If any unordered merchandise seems to have some obligations
attached, realize that
a. regardless of what is said it is a gift
b. 1t is illegal forrthe company to demand any kind of
payment for unordered merchandise
Never accept any unardered Cash On Deliveky packages
Never accept a package for a neighbor unless instructed
- beforehand to do so by that neighbor

v~

C. Charity Rackets
Restrict donations only to familiar causes and organizations
Ask for a financial statement :
3. Ask for a statement of the clear purpose and need for the
‘ appeal
Make sure there is no obligation to return any unordered items
Make sure the donation 1is not disguised as a bill or 1invoice
6. If doubts arise about an organization, check its legitimacy
by contacting your local Better Business Bureau or Chamber
of Commerce ‘

N =

W~

D. Health Spas and Dance Lessons -

1. Don't be taken in by rash promises, compliments, a '"free !
~ analysis," etc.
2. Carefully read any contract before signing

a. Know how many, hqy long, and what price lessons or sessions

b. Understand -if- and when any refund is available

j | . o :3»7




- ,é ' 3. Béware. of tactics used to persuade you to sign a second ,h
PP contract for additional lessons : - P

’ -

" { E.  Contests and Free Gifts .

1. A prize should never - cost ‘the . coqsumer any money .
: C2. Before claiming a gift,o& prize make sure that there are no -
. "strings attached" to it ™ , ’
a. It does not require another purchase,
b. You do not have to listen to a sales pitch to get it
" $(3“ Do not byy some unneeded “item just to get the free gift that
. ' aceompanies it
a. The gift may be just about worthleas
b. Thé price for the "free" gift may bd made up in the high
price of the item to be purchased

F. Free Inspection Deals‘.

+» 1. Always ask to see the credentials of the salesperson and inspect
them carefully

2, Check the reliability of the agency he represents

3. Get opinions and/or estimates from at least two other firms. -

4 4. Remember, the work may not need to be done at all '

G

. G. Auto deals ("Low Ball" and "High Ball" deals) L
. 1 : §
‘ ] Resist deals that you know are "too good to %e true" ' ! 7
Specify the exact "extras" you want on tig automobile in advance
Do not accept anything but what you ordered - *
. Most importantly--shop around and take the time to make a’
carefu decision

H. zuto Repair Frauds.
1.
2.

TR W N

&
s

Do not leave your car unattended at an unfamiliar station’
Pretending to "know" something about car repairs when you
don't is an invitation to be ripped-off

3. 1If you don'*t know something or just don't understand, ask
questilons .
4. Request.a written estimate of cost he¥ore the work is done
{ 5. Ask to be notified for approval if/ahe repairs go beyond that {
estimate '
N 6. Request an itemiéed invoice for: all parts - labor, and other
charges -
7. 'When new parts are 1installed, ask to get the old ones back

8. Check out the repairs before the car ldaves the shop»and obtain
a written guarantee of\repairs made

I. Door-to-Door Sales _ o o v
1. Beware of salespersons who g{
g

a. Are extremely friendly and/or flatte
b. Try to get your sympathy

/ ‘ - | ,’ :323 - .




; “. 7 ¢ Use high pressure sales tactics
d. Pretend to be taking a survey wh ‘
. e. Claim that you have been "specially selected" for the

g offer
» 2, Ask f62 identification and company credentials >f.

3. Buy only it . that you need , -,

4. Do not make & hurried decision - .

5. .Insist on a written guarantee if appropriate ’

6. Do not sign a contract until you know the full- obligqtions Lo

and costs '1f <

. Be aware .that chain referral sale?//chemes are illegil in
. - Virginia.
' ' 8. Remember the. "three days to’ cancel" rule '

J.. Investment Schemes (Pyramid and Ponzi) /( L3
» L. ‘Beware of an opportunity which emphasizés “
AT o 7 fa. Very high yleld \
S cT b. Quick return’ :
c. Claims a "once in a lifetime" oppdttunity =~
. d. The chance to '"get in on«che g/yu fid floor
2. Remember to consider !
. '7 a. -Interest // c
b. Dividends , e ' -
o e " » - €. Long-term appreciation

\' d. - Risk involved

K, Land Sales Schemes b
1. Don't ever huy by mail or sight unseen ! .
2, Don't buy on the first "visit" '
30 ‘Consider- ‘the use you will get from the -land, rather than its
" value as an investmént, because it might: gever . appreciate in value-.
. - 4. Check the entire surrounding area in which the real eﬁtate
‘- ' v “is located 7 S . .
& a: . Climate ' . LT e S /
, b. Population
v Bl IN Availability of - utilities :
d. Access to schools and other facilities :
Study the property report (which by Federal law must be made
available to you) for
Mortgages and liens ‘ '
Taxes and fassesSments i B s
Completio& of proposed facilities ' '
Ownership of common facilities

o

) ‘"Q
A .

a0 on

L. Work at Home‘Schemesv
1. Before signing any agreement know what materials you must
supply '

/

39




N.

M.

N

2. Be sure there is a market- for what you ‘produce and that the -
-contract specifies that they will buy what is produced
3. The. contrac ould'carefully define standards for production

4. Be aware of o er. "strings attached" to the agreement

o |‘~' i

“Get Rich Quiek" deals

1. Realize that there is no quick and easy way. to get rich’

2. Read advegtisements carefully checking for testimonials
and oth avish claims

3. Know the cCosts and obllgations before committing yourself to
such a deal : )

Con-Games o f .

[ RA o v . ) v
1. Be alérp.and. aware of incidence of schemes - . ‘,
2.° Use cafition in unusual transactions with strangers
3. Always ask for identificagzzn and check credentials
4 r

. Don't be-epbarrassed—— Re gﬁall such incidences to the

proper authorities . . o L

4" . ! S
N »

~

. N .‘ * i)
: - . .
\ ) R T
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OBJECTIVES:

III. SEEKING REDRESS FOR CONSUMER FRAUDS AND MISREPRESENTATI@?S

b

Major Object&ve: \

To be familiar with ways and means of seeking redress (correc;fve_action)
for fraudulent schemes and practices.

Specific Objectives:

To list the steps or channels to follow in seeking redress for frauds
and misrepresentations.

To describe the types of information the consumer needs to supply
when registering a complaint.

To become familiar with various organizations that handle complaints.

Learner Competencleg:
~dstier Lompetencles

List the five ‘stepg or channels to follow in registering a complaint.

List two local agencles with whom consumers can file complalints.

\

List two governmental agencies that handle partfeular types of consumer
complafuts.

Cite the six pleces of fnformat ion that must be supplicd when tiltug
a formal complaint., '

]
State twe=wthor mthods that can bhe ettect ive (o sceeking redress.

v
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III.' SEEKING REDRESS FOR CONSUMER FRAUD AND MISREPRESENTATION
’ (Conceptual Outline)

Ao N

- +

Reminder about outline: This is a conceptual outline in which both the
major and minor ideas are presented. For further explanation of the concepts,.
review one or more of the specific references noted on pages 60-65. .

I. Steps in seeking redress (corrective action)
- Sl ’ ~
A. Go to the dealer who sold you the good or service
7/

'~ 1. Take along product or identification number for the product
2. Present original sales slip
3. Give dealer all details
a. Date of purchase
b. Date problem arose
¢. Description of problem or dissatisfaction
4. Be courteous. and tactful

~
~

B, [f dealer camnot or will not offer a solution, write or telephone
the manufacturer's consumer relations department
1. State the key facts clearly
a. The complaint

b. Dates /
. Se liﬁll numbers

d. - Place of purchase
¢. Amount paid

2. send photocoples, never originals, of any cancelled checks, con-
tracts, and correspondence '

3. Inelude fn letter a suggestlon  of what you feel the dpproprlutt'
dction would be (refund, replacement, apology, etc.)

C. 1t you stil o ol get results, write to the manufacturing
company's president e )
N ”

. Find his proper name and address (state or local consumer
protectfon agency will help vou)

Do State the complete facts again

.o Polnt out dates of previous complaints

d. 1t Ht is your digtention, state in the letter thyt coplen are
belnp sent to varflous connumer organizat fons

Do Restate yvour, complaint to local and/or state consumer organdzat fons
(see page 64 for addresses)
. Local authorities or groups (such as a Community Act lon Group)
T State of local Office of Consumer Atfairvs
b, Connumer Protectton Diviston of state Attorney General's off({ee
d. Vivpinta Citizens Connumer Coune il

13
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E. If appropriate,lfilé a formal complaint with a federal govern-
ment agency (see page 63 for addresses)

LW
.

F. Self-regulatory orgapizatiqns that complaints can

Federal Trade Commission

U.S. Postal Service .
Securities and Exchange Commission
Office of Consumer Affairs

Food and Drug Adminigtratipn

(see page 62 for addresseq)’

w N

~

Better Busines
Chamber of Comme
Consumer Action Panels

a, Major Appliance CAP

b. Furniture Industry CAP

c¢. Insurance.CAP '

d. Caipet and Rug Insititue CAP
¢. Aufomobile CAP

be

made to

IL. Uow to File a Yormal Complaint
A. Be reasonably sure there is a violation of law taking place
B.  Complaint should contain
g L. Clear Description. ol problem

2. Name : .
3. Address, phone number and directions to your home or office
4. Name and address of where purchase was made
5. Exact date ot purchase
6. Description of label on product, code marks, serial numbers, ete.

C.  Save what is lett of product, containers, papers, and other pertinent
matervials.

111 Other Means ot Complainiag

Ao Wrfte o tetter to the editor of your local newspaper (publh:lly.
fs powertful)

l.

3
H

"B, Suesdn osmall o clatms court (fn Vieginfa, 1t Is callted
Not of quonl") ’

a "Court

Handtes typfeal disputes with Local businesspersons, landlgrds,

service ffirms, ete,

Act as own lawyer

Can swe only for money (Limit ot $800-$1,000)
Court fee - §9%-$10

Must have evidence and/or wittnesses

Lawyers are normally not permitted in such a court (they

are, however, in VlrglnL?‘ . ,
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A

A. Leader/Lecture~Oriented Presentation
(50 Minute Overview) N

‘To the leader: The following lesson plan is a suggested approach for a
50-minute presentation covering the highlights of the entire .consumer

fraud and misrepresentation module. The first column, "Section of Module'
"indicates the part of the module to be covered. The "Time".column suggests
how many minutes could be spent on that particular section in order to
cover all of the material in 50 minutes. The "Preparation" column recom-
mends procedures to help you prepare for the presentation of the material.
The "Activity" column tells you what you should do with or for the group.

It is important to remember that it will be very difficult to cover all of
this material in just 50 minutes. For this reason, be especially careful
not to exceed the time limit suggestions in the "Time" column unless you
take equal time away from another part. Otherwise, you will not accomplish
all of the goals for the session. '

" Section
of Time o

Module (Min.), . Preparation Activity

Intro- .

duction 3 Refer to the "Intro- State that:

: ‘duction' on- page 6 and "American consumers lose over

to the narrative on ' $40 billion a year through
page 15. fraudulent practices. Deception

and misrepresentation in the
sale of consumer goods and ser-
vices is so widespread that it
. often goes completely undetected.
We will be taking a look at
several common frauds and mis-~
\ . representations and tips on how
to avoid them. We will also
look at ways of seeking cor-
rective action (redress) for
frauds and misrepresentations.
5}
We should begin by definiag (ON-
SUMER FRAUD as DELIBERATE
DECEPTION‘OF THE CONSUMER BY
SELLERS, MANUFACTURERS, AND
OTHER BUSINESS PEOPLE. (Say this
definition again.) Closely
related to fraud is MISREPRE-
SENTATION, a practice which may
or may not Ifnvolve deliberate
deception, but certainly (n-
volves* INADEQUATE OR UNCLEAR
STATEMENTS ABOUT CONSUMER COODS
AND SERVLICES to the extent that
consumers become contused.”

ALl .
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. & o , ' -‘
Section -
of Time
Module (Min.) Preparation : Activity L
I .
Identi- 2 Review. the objectives for List the frauds and misrepre-
fying Section T on page 14 and sentations that you intend to
Consumer examine the narrative cover by either using Trans-
Frauds descrliptions on pages parency Master 2, OR writing
and Mis- 16-31. In this presen- the information on ‘the board,
represen- tation ‘you yill not have OR stating the frauds.
tations time to cover all six-
teen frauds in depth.
. We suggest you (a) use
Transparency Master 3 on
) page 72 to briefly ex- * B g
plain each fraud, OR (b)  ° ¢
select 4 .to 6 of the. )
trauds you feel ‘age the .
most pertinent to r
T group and cover thesc
- in more depth. (We
‘recommend Bait and <
Switch Deals, page 16; \
Charity Rackets, page
L7; Auto Repair Frauds, .
‘ pages 21-22; Door-to-
Door Sales, pages 224 . -
235 Land Sales Schmnl/,/ "
pages 26-27; and "Get
Rich Quick" Deals, page . .
* 28.) -
25 For cach fraud, tfirst read an
(approx- example given in the narrative
fmately - description.  Then, from this
h min. example, explain: the "Come On"
tor cach and the "Hook"™ or "lrap”. Con-
., fraud) 7 clude by stating the purpose.*
(These are listed on Tranana-
_ reancy Master 3.) ‘
A
Lt )
Avoid- 6 Review the objectives Show Transparency Master 5, OR
ing tor Section 11 on page write the information on the
CFraudu- Py, and examine the out- board OR state the general guide-
lent Line for this section ou Lines for avolding fraudulent
3;('110111&::; pages J4-38. 1t you schemes aud practices.  (You
and Proa- dectde to use o trons may also want to state the add-
tices parency tor this section,  {tional poiunts piven on the -
use Transparency Masiter out | {ne on pages 34-350)

O
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Section _
of Time . : . ’ ;
Module (Min.) Preparation ' Activity
N ' L

II o
(Cont'd) ~ on the chalkboard,  use a

. flip chart, or simply,

state the information.

III ’ 7 Review the objectives for Show Transparency Master 7 OR
Seeking Section III on page 40, construct a similar chart on
,Redress anll examine the outline the board OR explain the chan-

" for Con- - for this section on | nels that can be followed in
sumer pages %41-42. 1If you seeking redress.
Frauds ‘ decide to use a trans- ;
and Mis- parency for ®is section, ' -
repre- - use- Transparency Master '
sentations ' 7 on page 78. Other-

wise, draw a similiar i
diagram on the board, )
use a flip chart or

simply explain the

process.

2 . Read the sample letter of com-
plaint, found on page 79 to
the learners. Recall the .main
facts to include when com-
plaining.

h) \ Ask the group if theve are any

’ bddlp[onal questions or com-
- < ments on consumer ‘frauds and
misrepresentations.
7
- -
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(50 Minute Overview)
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To the leader: This is a structured discussion approach for a 50-minute
session covering the nfghlights of the entire consumer fraud and misreptré-
sentation module. The. first column, "Section of Module," indicates the ,
part of the module to be covered. The “Time" column suggests how many )/
minutes could be spent on that particular section in. order to cover all of
the material in just 50 minutes. The "Preparation" column recommends pro-

cedures to help you prepare for the presentation.

The "Activity" column

suggests how you might lead a discussion on each topic. It is important

to remember that it will be very difficult to cover all of this material

in just 50 minutes. For this reason, be especially capeful not to exceed ,

the time limit suggestions in- the "Ti? column (unless you take equi-
Oth

valent time away from another part)
all of the goals for.the session.

erwise, you will not accomplish

"American consumers lose-dver
$40 billion a year through
fraudulent practices. Deception

Section .
of Time
Module . (Min:i Preparation . N Activity
Part [ 3 ° Refer to the "Introduc- State that:
"What Is tion" on page 6 and the
Consumer' ‘narrative on page 15. °
Fraud and
Misrepre-

sentation"

and misrepresentation in the
sale of consumer goods and ser-
vices is so widespread that it
often goes completely undetected.
We will be taking a look at
several common frauds and mis-
representatior and tips on how
to avoid them. We will also
look at ways of seeking cor-

rective action (redress) for

frauds and misrepresentations.

We should begin by defining CON-

SUMER FRAUD as DELIBERATL
DECEPTION OF THE CONSUMER BY
SHﬂ%ERS, MANUEACTURERS, AND
OTHER BUSINESS PEOPLLE. ’(Say this
definition again.) Closely
related to fraud ts MISREPRE=
SENTATION, a practice which may
or may not {nvolve detiberate
deception, but certainly jn-
volves INADEQUATE OR UNCLEAR
STATEMENTS ABOUT CONSUMER COODS
AND SERVICES to the extent that
consumers become confused. !
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Section
of Time T ‘
. Module (Min.) Preparation. Activity
I 5 Review the objectives Use reaction statements to
Identify- for Seqtion I, page 14. stimulate discussion on frauds
ing Con- Carefully review the and misrépresentations. From
sumer narrative descriptions this discussion identify and
Frauds of gpegific frauds on state 4 to 6 commonly occur-
and Mis- pages 16-31. Refer to ring frauds.
repre- the Leader Activities
sentations for this section on
page 52 and decide
which of the reaction -
Statements you will
. use to elicit response :
from the- group.
28 Ask the group to give examples
(approx- of each fraud chosen to cover.
imately [f they cannot think of an
8 7 min. example, read one of those
per from ‘the narrative descriptions.
fraud) Be sure that the "Come On" and
"Hook" or "Trap" for each fraud
is brought out in the discus-
\ slon. To conclude the discus-
) ! sion of each fraud ask the
learners to comment on the
general purpose of the fraud.
a“
il h Review the objectives Ask questions to the learners
Avoiding . for Scetion 11 on to arrvive at general guidelines
Fraudulent page 33 and examine ,the tor avoiding fraudulent schemes
Schemess conceptual outline on and practices. U the answers
and Prac- pages 34-38.  Referto or comments have not coverced
tices the Leader Activities all guidelines given on pages
tor this section on 34 and 35, wmention these, too) .
page % and deceide
which of the questions ’
vou will ask to elicit
response from the group.
it / Review the object fves Ask the learners the questions
~Secking tor Section 111 on page o :;uuk‘i‘ny_ redress. Be sare _
Redress 40 and examine the con- the auswers and comments glven
tor Con- ceptual out ine on cover the magor points in the
sumer pages 4142, Reter to out line on my,r:; GA1-470 1t uot,
Frauds the Leader Activig fes ment fon the additional pro-
camd Mis- tor this section on cedures. I the group s not
repre- page 5/ and dec fde Camilbar with consumer ovgand-

atfons, mention several ot
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Section

of Time - o .
Module _ (Min.) Preparation Activity

ITI you will ask to elicit these{ to )/_
(Cont'd) response from the group. L (/$L$\\e “

2 ' 'Ask the learners if there are
any additional questions or
comments on frauds -and Fisre—
‘presentations. /

‘ -
L
‘ s
[~}
s .
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’ _
SESSICN ONE PRESENTATION =~ °. . . .
IDENTIFXING CONSUMER FRAUDS AND MISREPRESENTATIONS % . .

The following plan is a suggested approach for a 50-minute presentation

covering the first component of the fraud and misrepresentation module.

e

e first colum, Section of Module" indicates the part of the module
" covered. -
The "Type of Acﬁivity coiumnmtells whether the activity is Recommended,

Sugge{ted, or Optional. Remembé@ to concentrate first on the Recommended(R)
activities and 1f time permits, next on the Suggested(S) activities, and
finally on the Ok;ional(o) activities. :

The "Time" column suggests how many minutes might be spent on that par-

ticular activity in order to cover all of the material in 50 minutes. It

is important to remember that it .may be. very difficult to cover all of this
material in just 50 minutes. For this reason, be especially careful not -
to exceed the time limit suggestions in the "Time'" column unless you take
equal time away from another part. "Preparation' is self- explanatory.

Often an activity says "list",

The "Activity" colum suggests activities for meeting the objectives.

"state'", or "define" for example. The

actual approach to be used is left for you to decide. Lf you have facilities

for

well.

overhead projection, chalkboard, or flip chart, these can be used as
You are urged to use whatever method you feel is most effective,

convenient, and available.

When an asterisk(*) appears at the end of an activity, it indicates

that a transparency master for that particular activity is in the Appeundix.

this

and

“Before you procgad, be sure that you arc familiar with the objectives for
A i . . P . .-
his componen material in the narrative descriptions for the component,

have decide ow you will accomplish cach activity., . %

€3
(@]
X
1)
i Yy « IS
O B} O e 11) i el
“r e > L « .
JU RNV Voo e % - ri
(SO NS ] [a VNS (3 ¢] L
Q O NS s Q
N = KRN Y
Intvo- R N Reter to the "In- State that: '
duction ' . troduct fon' on "American coasumers lose vver 540
to Pare |1 page boand the billipn a year through traudutent
1 . .
What i Nty woon pract\ces.  Decept ion and misre—-
Consumet page o, presentNtion in the gale of consumer
Fraud & goods and services fs so widespread
Mistrepre- . that 1t olten goes completely un— -
* AT . i
sentation detected. In this session, we will
detine consumer traud. and misrvepre-
sentat fon and take an fadepth took
At soeveral freguently oceurring types
—_ ot trauds ad misvepresentat fons.,

We should begtn by defintug CONSUMER/)
FRAUD as DELLBERATE DECEPTION OF THE

/81
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Section
" of
Module

-

ActiVity
Time

Type of |,

Intro-
duction
(Cont'd)

1
ldenti-
fying
Consu-—
mer
Frauds
and
Mis-
repre-
Sell—

tat;ions

| Preparation

Activity

- CONSUMER BY SELLERS, MANUFACTURERS,

ANDOTHER BUSINESS PEOPLE. (Say
this definition again.) Closely

" related to fraud is MISREPRESEN-

Review the objec—
tives for Section
1 on page l4.
Transparency.

BN

Master L oon page U

69 can be shown
as background

tor the opening
discussion. )

Examlne k'.-n"l ly
the nacrat {ve®

desceriptions of
common frauds

and misrepresen—
tat fous on payges

‘may not

TATION, a practice whiaﬁ¥may,or
olye deliberate decep-
tion, byt certainly involves
INADE TE. OR UNCLEAR STATEMENTS
ABOUT CONSUMER GOODS AND SERVICES
to the extent that consumers be-
come -contused." 4

(oral pre-test) ,

Ask the group to react to sdme or
all#of the following statemehts to
stimulate thought and to chedk

the amout' ot understanding the J
learners have about this topic.*

(Transparency Master. | of objec—

tives can be shown while -asking

for these reactlons.)

"Advert isiag all too often promises
something no produet” cam deljver,
Like love or happiness."

"sellers will take adviantage of 7
consumers [t they can." i
"Ma jor corporations are careful
about honesty in advertistog."

"You veally have to be alert to
deceptions” and toickery when you
shop these days."

Atter recelving responses trom the
proup, state this cencrallvation:
"We have all been attected l)’y traud
and llllHl't'pl'('rH"ll(illiUll at one time
or another. TQ avoid being "taken!
again, we need to fdentity what

some o these trauads fnvolve "

: : |
Aohow Trimapar etey Masiter 2 ((p.l)'.v
70) and state "Mhis s oo Ust ot
sixteen trequent ly‘ oceurring
fraads angl misrepresentat{ons.

i
b
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(Cont'd) S 2 - "Which of these are you familiar .
. with?" (allow time for comments)
' &~ R 30 To cover all six- Explain the first fraud you
" (allow teen of these in have selected (The following:
‘ approx~ - depth would be : \ s an example of a suggested
imately - unfeasible time- approach as to how a fraud can
5 min. wise and would be explained.)
- for probably becomé , "The first fraud we will dis-
) each boring to the cuss is the 'Bait and Switch'.
) fraud learners. Con- deal, Let's consider an
tob slder your group example.' (Read one of the
cove::HT to determine if . »-€xamples to the learners on
certain fraudu- page 16, read the example not
A . C lerit practices ap-, ° the "Come On" or '"Hook" or
. " ply more heavily "Trap".) Then, from the example,
(/ ~ than -others., If .explain the "Come On' (the -
T s0, accent on these advertised sale price) and the'/ .
and omit or men- "Hook" or "Trap'" (the product
tion only briefly is sold out, etc. and you‘are 4,
‘ some of the others "switched" to a more expensive
' that are less per- purchase). If time permits,
, . tinent (consider ask 'for questions or comments.
: geographic loca- Conclude by stating the purpose:
tion, arca busi- "Remegber that in a bait and
nesses, age ranpe - swilitch deal, a husiness'pcrson
ol group, cte.). intentionally desires to sell
We suppest you (a) the more expensive models of a
usce Transparendy product rather than the, less
Master 3 on page cxpensive lower line models."
72 tobrietly ex- T (If Transparency Master ? Vas
plain cach  traad, been nsed, polat at this state-
OR (b)) setlect b oto ment which fs on' the tranti-
8 ot the  f fads pareitev.)
vou teel are the ‘ ‘
mosit pertineut to Proceed in a stmlilar tashion
your group and with the othet froauds.
cover these fn wore .
depth. (We recom '
mend Baft and
Switeh Deals, piy(\‘\ '
165 Charity Rack F ‘
page 1/ Auto R
l-‘l';uul‘, papes '.‘il“
O

ERIC
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I Door~to=-Door Sales,
(Cont'd) pages 22-23; Land
o Sales Schemes, pages . .
26~27; and "Get Rich
Quick" Deals, page 28.) .
S 2 Ask "the group i1f they can
think of examples of other
frauds and misrepresentations
that frequently occur.
0 3 Ask 1if there are any additional
questions or comments.
; P )
y (
! 1)
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SESSION TWO PRESENTATION

AVOIDING FRAU ENT SCHEMES AND PRACTICES AND
SEEKING REDRESr OR FRAUDS AND .MISREPRESENTATIONS

The following plan is a suggested approach for a 50-minute presentation
covering the second and third component of the fraud and misrepresenation
module. . d ) .

The fiest column, "Section of Module', indicates the part of the module
to be covered. The "Type of Activity" column tells whether the activity
is8 Recommended, Suggested, or Optional. Remember to concentrate first
on the Recommended (R) activities, and if time permrits, next on the Suggested(S)
activities, and finally on the Optional(0) activities.

* The "Time" column suggests how many minutes might be spent on -that .
particular activity in order to cover all of the material in 50 minutes. IT-
is important to remember that it may be very difficult to cover<-all of this

. material in just 50 minutes. For this reaéon,_be especially careful not to
exceed the time limit suggestiods in the "Time" column unless you take equal

time away from another par "Preparation" 1s self-explanatory : ~—-
The "Activity" column suggests activities for meeting the objectives.
Often an activity says 'list", "state", or "define", for example. The .actual

approach to be used is left for you to decide. If you have facilities for
+ overhead projection, chalkboard, or flip chart, these can be used as well.
You are urged to use whatever method you feel is most effective, convenient,
and- available.
When an asterisk(*) appeéars at the end of an activity, it indicates'
\§~‘”//that a transparency master for that particular activity is in the Appendix
Before you proceed, be sure that you are familiar with the objectives for
these components, the material in the conceptual outlines, and have decided
how you will accomplish each activity

o =
Y. lc//“ o -
e >
LHZ? 1] 1 A
O A - ’ K
> Q o >
N Y A e - a, b g
ey o v 9 |
- S a. < J
o . -
R 1 State:
‘ P : "During this session,we will
‘ ) be talking about the things you
R : can do to avoid being 'taken'
by fraudulent schemes and prac-
and Prac- S ‘ tices. We will also discuss
> tices . what you can do to get corrective
action after you have been
victim to such a practice."
R 5 Review the objec- (ofal pretest)

R - . tives for Section Ask some or all of the following
IT on page'3§ and questions to stimulate thought
examine carefully and to check the amoung of
‘the material in . understanding the learners have
thejco%se?tual . about this topic.* (Trans-




Preparation

Type of
Activity

Section
of

Module
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Activity

11 o ~ outline an pages 34~
(Cont'd) . 38.

R 5 Decide 1f you will
use Transparency
Master 5 on page
. 76, use a flip
“ chart, write the
information on

58

parency Master 4 of objec~

tives can be shown while

asKing these questions.)

"Everytime I go to the
neTghborhood grocery to take
advantage of an advertised
special, they are sold out of
the product. What can I do?"
(see page 35 11.A.3.)

"I am shopping for a new
television, but the salesman
so far will not give straight
answers to my questions. What
should I do?" (see page 34
1.C.)

"The local service station
never offers an estimate on
repair work. What are my
rights concerning this?" (see
page 36 II.H.4.,5., and 6.)

"Door-to-door salespersons are
a big problem in our ueighbor-
hood. How do I know who to
trust?" (see pages 36-37 II.I.
1 and 2.)

After asking these questions
and receiving responses from
the group, state this g .ali-
zation: '"There are certain
general things we can do to
avoid all types of frauds and
misrepresentations as well as
specific tips to avoid the
fraudulent practices we have
already discussed."

List and discuss the General
Guidelines for Avoiding Con-
sumer Frauds and Misrepresen-
tations (described on pages 34
and 35 section I of the out-
line.)* (Transparency Master



Section
of
Module

Activity

Type of
Time

Preparation
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“t

Activity

)
-
<

(Cont'd)

I11

Seeking

Redress
for. Con-
sumer
Frauds
and Mis-
repre-
senta-
tions

/

the board, or sim-
ply, state the in-

‘formation.

Review the objec-
tives for section
III on page 40 and
examine carefully
the material in

the conceptual out-
line on pages 41-
42.

59

5 may be used.)

Ask the learners if they have
tips they would like to add
to this 1list.

List the frauds and misrepre-
sgntations covered previously.*
(gﬁansparency Master 2 may be
used). For each fraud, state
specific tips to remember in.
avoiding the scheme or prac-
tice. (This information {is
listed on pages 35-38, section
II of the outlinel)

(oral pretest)

Ask some or all of the follow-
ing questions to stimulage
thought and to check the amount
of understanding the learners
have about this topic.* (Trans-
parency Master 6 of objectives
can be shown while asking these
quastions.)

"I suspect a merchant in our
town of using '"bait and switch"
tactics quite often. Who can I
report this to?" (see page 41
I D.1l. and 2.)

"I purchased a sewing machine,
from a door-to-door salesman,
that i{s in continual need of
repair. How do I complain?".

‘(see page 41 1.B., C., and D.)

"I would complain about unfair
practices, but I™ not real sure

how to go about it. How do you = -

ile a formal complaint?" (see
ge 42 II1.)
After asking these questions and
recelving responses from the
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Activity

w“ D
° 8 ] ‘0o g
Twd
™ o
gog pb A
w0 .ﬁ = <
ITII
(Cont'd)
R 8
R 5
S 5
&
©
0
to- 0

Decide 1f you will
use Transparency -

_Master 7 on page

78, use a glip

chart, construct a

similar diagram on
the board, or ex-
plain the infor-
mation orally.’

o
Decide if you will
use Transparency
Master 8 on page
79,0or simply, read
the sample letter
to the learners.

\
If the learners |\
desire a third
session, arrange
for a guest
speaker to pre-
sent thils follow-
up. :
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<

group, state this generali-
zation: "We need to be aware

*of who we can and should com—

plain to about frauds and
misrepresentations and also
how to voice our dissatis-
faction."

‘List and discuss the proper

channels to follow in seeking
redress.* (Transparency
Master 7 may be used).

Discuss an e€xample of how to
file a formal complaint.*
(Transparency Master 8 may be
shown) .

List other organizations that
handle complaifs or sources of
seeking redress. Co

You may want to supply the
learners with a }ist of addresses
of organizations that handle
complaints. (See pages 62-65)

Time permitting, ask if there
are any questions concerning
the topics covered.

Have a third session with a
guest speaker on some topics
concerning consumer fraud and
misrepresentation.
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vReferencés Utilized.

These fourteen references -in particular are used quite heaVily and
Similarities in phraseology neces8arily occur on occasion throughout the
‘module.,

Quotations and footnotes were not inserted for ease of‘read;ng.
You may want tO obtain gome o

f thege references to supplement the material
presented. ‘

Boois

Aaker, David A. and George S. Day, ed. Consumerism: Search for the ’-
Congumer Interest, New York: The Free Press, 1974.

.

Garman, E. Thomas and Sidney W. Eckert,

: "The Consumer's World, New York:
Mc Graw Hill Book Co., 1975. . ‘ ‘

Cordon, Leland J. and Stewart M. Lee, Economics for Consﬁmers, New !
York: Van Nostrand Reinhold Company, 1972, pp. 370-397.

Porter Sylvia, Money Book, vol. 2, New York: Doubleday and Co., Inc.,
~ 1975, pp. 1119-1199, S ‘

~

Articles ' T

"Buying Vacation Land: Nine Ways Not to Get Stung,'" Changing Times,
vol. 27, no. 8 (August, 1973), pp.4 7-10.

"Con Games on the Increase:

01d Schemes With New Wrinkles," U.S. News
and World Report (November 8, 1976), pp. 52-53.

"Those Ads That Promige You Riches," Changing Times (November, 1976),‘
pp. 17~-19. _ .

"Watch Out for the Referral Sales Scheme," Changing Times, vol.’ 26, no. 9
(September, 1972), pp. 13-14. »

"Ways They Can Cheat You When They Service Your Car," Changing Times,
vol. 28, no-. 1L(June, 1974), pp. 11-14. o

Organizations

)

‘Better BusineSs Bureay, 145 W. Campbell Avenue, Roanoke, Va., 24011.

Division of COngumer Protection, Room 804, City Hall Building, Norfolk,
Va., 23501. ' :

Federal Trade Commissjon, 6th Street and Pennsylvania Avenue, N.W.,
Washington, D7C., 20580.

Securitieg5and Exchange Commission, 500 N. Capitol Streety Washington,
D.C., 20549. :

U. S- POStal Sel‘vice, washingtonsﬁc.’ 20260.




Sources of‘Furthcs Reference

For additional indepth reading anfinformation on consumer frauds
and migrepresentations, See any one o ore of the following references.
Many of these are probably available in your local school, college, :or
public library. N

Books

Carlson, Margaret B. with Ronald G. Shafer, How to Get Your Car_ Repaired
Without Getting Gypped. ;

Epstein, David G., Consumer Protection in a Nutshéll, St. Paul; Minnesota:
West Publishing Co., 191?. . :

Faber, Doris, .Enough: The\ Revolt of the American Conster,_Néw York:
Farrar, Straus, and Girouyx, 1972. ™

‘Kelley, William T.C eéd. New Consumerism: . Selected Readings, Columbus,‘
Ohio:" Grid, Inc., 1973. . '

Magnuson, Senator Warren G. and Jean Carper, The Dark Side of the'MEfket:’
place, Englewood Cliggs, New Jersey: Prentice-Hall, Inc., 1968

.

Margolius, Sidney, The Innocent Investor and the Shaky Cround Floor, New
York: Trudent Press, 1971. -

ler, Roger Leroy, Economic Issues for Consumers, New Yofk: West Pub-
INhing Company, 1975 N

«

Nader, RaNph, waell Dodgegand Ralf Hotchkiss, What to Do With Your Bad
Car, New k: Grossman Publishers, Inc., 1970.

Schoenfield, David and Arthur A. Natella, The Consumer and His'Dqllars,
Dobbs Ferry, New York: Oceana Publications, Inc., 1970.

Schrag, Philip G., Counsel for the Deceived: Case Studies in Consumer
VFraud, New‘York: Pantheon Books, 1972.

s

Sobel, Lester A., Consumer Protection, New York: Faéts on File, Inc.,
1976

Sturdivant, Frederick D., The Ghetto Marketplace, New York: The Free
Press, 1969. .

Wrighter, Carl P., I Can Sell You Anything, New York: Ballantine Books,
1972.

Articles

' s .
Bigham, B., ”?igeon Drop: The Con Game Aimed at Older Women", Retire-
ment Living 13 (Spring, 1975), pp. 36=37.

63
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Dana, Margaret, "The Frauds That Prey on Children," Woman's Déz (April,
1971), p. 22. ’ . .

Gildea, W., "Children's Charities: The Golden Flee@e," Todgy's Health
53 (Fall, 1975), p. 12. |

t [
3 "Got a Complaint? Call Your State Consumer Office," Chang ng Times, .7
- vol. 29, no. 4 (April, 1975), pp. 43-46.
"Help for. Consumers: ,Government.Agencies,' Today's Health 52 (April,
1974), pp. 64-65. ¢ B )

"Here Come the Home-Repair Gyps! . Protect Yourself!", Chagging Times,
vol. 28, no. 7 (July, 1974), pp. 45-47. .

"How to Protect Yourself From Home—Improvement Frauds," Good Housekeegiqg
178 (March, 1974), pp. 155-156.

Knauer, Virginia H., 'Consumer Action Panels: How They Work for You,"
Better Homes and Gardens 53 (May, 1975), pp.-22-23.

Langer, H. J., "Franchise Frauds and How to Avoid Them,' Retirement
¥ Living 16 (July, 1976), pp. 36-39. o

Mayer, A. and W. Schmidt, "Biggest Fraud Yet? Land Fraud in Florida,"
Newsweek 85 (May 26, 1975), pp. 69-70. :

"Nine Kinds of Fraud That Come in the Mail," Changing Times, wol. 30, O
no. 2 (February, 1976), pp. 23-25.

Rollins, N. G., "Latest Consumer Frauds: Don't You Get Ripped Off,"
Good Housekeeping 183 (July, 1976), pp. 155~156.

a

Schisgall, 0., "Don't Play These Confidence Games! Widows and Elderly
as Victims," Reader's Digest 109 (December, 1976), pp. 41-42.

"Small Claims Courts Aren't Doing Their Job," Changing Times, vol. 27,
no. 4 (August, 1973), pp. 41-43.

@

Organizations-These are addresses of private, federal, state-and local organ-
izations that supply materials and information on consumer problems.

Private

American Council on Consumer Interests, 162 Stanley Hall, University
of Missouri, Columbia, Mo., 65201.

Auto Consumer Action Panel, 8400 West Park Drive, McLean, Va., 22101.

Carpet and Rug institute Consumer Action Panel, P.0. Box 2048, Dalton,
Ga., 30720.

Consumer Federation of America, Suite 406, 1012 - l4th Street, N.W.,
Washington, D.C., 20005. ‘5_
' %



Council of Better. Business Bureaus, ‘Inc., 1150 - 17th Street N.w.,
Washington, .D.C., 20036. ‘ '

Direct Mail Mstketing Association, Inc., 6 E Forty-third Street New
York, N.Y., 10017. k7 : K

~ '~Direct Selling Association, 1730 M Street, N.W., Wasﬂington D.C., 20036
Furniture Industry Consumer Advisory Panel P.0. Box 951,. High Point, l ?‘
.N.C.,, 27261.

Insurance Consumer Action‘Panel"NationaliAssociation of Mutual Insur-
ance Agents, 1511 K Street, N.W., Washington, D.C., 20005.

International Franchise Association, 7315 Wisconsin Avenue, Bethesda,
Md., 20014

i‘ Major Appliance Consumer Action Panel, Complaint Exchange, Room 1514,
’ 20 North Wacker Drive, Chicago, Il., 60606.
-National Advertising Review Board, 850 Third Avenue, New York, N Y.,
10022.

'National Hohé?Improvement Council, 11 E. Forty-fourth Street, New York,

N.Y., 10017. n
\

National Public Interest Research Groups, 1832 M Street, N.W., Washing-
ton, D.C., 20036. '

Office of Interstate Land Sales Registration, Department of Housing

and Urban Development, 451 Seventh Street, S.W., Washington, D.C.
20410.

1 ¢

Small Business Administration, 1030 Fifteenth Street N.W., Washington,
D C., 20417.

Federal i .

Bureau of Consumer Protection, Federal Trade Commisgion, 6th Floor, .
" 2120 L Street, N.W., Gelman Building, Washington, D.C., 20037.

Consumer Information, Public Documents Distribution Center, Pueblo,
Colo., 81009.

4

Consumer Product Safety Commission, Washington, D.C., 20207.

¢
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Federal Trade Commission, 6th Street and Pennsylvania Avenue, ‘N.W.,
Washington, D.C., 20580. .

Food and Drug Administration,v5600 Fisher'n Lane, Rockville, Md., 20352

" Office of Consumer Affaire, Department of Health Education, and-
Welfare, Washington, D.C., 20201. .

Securities and Exchange Commission, 500 N. Capitol Street, Washington,

D.C., 20549. . . \

U.S. Postal ServiCe, Washington,‘D:C., 20260.

U.S. Congressman or Senator, Senate Office Building, House Office K
(; Building, Washington, D.C., 20510.

State : ' v ' ,
Attorney General's Office, 110k E. Broad Street, Richmond, Va., 23219.

Office of Consumer Affairs, Virginia Dept. of Agricultire and Coumerce,
825 East Broad Street, P.0. Box 1163, Richmond, Va., 23219.

& ' -
State Corporation Commission, P.0. Box 1197, Richmond, Va., 23209.

State Legislator, Virginia State Capitol, Capitol Square, Richmond,
Va., 23219.

Virginia Citizens Consgger Council, P.0. Box 777, Springfield, Va.,
22150.

Northern Virginia Chaoter, Box 777, Springfield, va., 22150.
,Richmond Chapter, Box 5462, Richmond, Va., 23220.
Roanoke Chapter, Box 7281, Roanoke, Va., 24019.

Virginia Legal Aid Society, P.0O. Box 417, Richmond, Va., 23203.

Virginia Retail Merchants Association, Raleigh Hotel, Suite #3; Rich-
mond, Va., 23219.

Local
Community Action Groups
County and City Consumer Protection Agencies:

Division of Consumer Protection, Room 804, City Hall Building,
Norfolk, Va., 23501.
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Bureau of Consumer Protection Municipa

ter, Virginia
Beach, Va., 23456. ’

Office of Consumer Affairs, City Hall, ‘Newport News, Va., 23607.

Offlce of Consumer Affairs, 825 E. Broad Street, Richmond, Va.,
23219. .

Local Better Business Bureaus H ‘ N
Better Busin %s Bureau of Metropolitan: Washington, 1111 E Street,
- N.W., Washfngton, D.C., 20004.

-

Better Businkss Bureau of Western Virginia, Suite 646-A, Cryatal
f Tower Builﬁing, 145 West Campbell Avenue, Roanoke, Va., 24011.

Better Business Bureau of Richmond, 4020 West Broad Street,
Richmond, Va., 23230.

Tidewater Better Business Bureau, 114 West York Street, Norfolk,
Va., 23510 —._ -

Local Chamber of Commerce

’

Local Legal Aid Society

PIRG (Student Public Interest Research Groups), located at some uni-
versity and college campuses.

County Extension Agent

Virginia Polytechnic Institute and State Universit

y Extension Services,
Blacksburg, Va., 24061.

6"
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EVALUATION DEVICE

By

R4

Rather than have the adnlt learners complete a final post-test it
is suggeﬂted that you use this type of evaluation. By using this form of
evaluation, you will have an idea of what the participlnta actually léarneo,
and which of your techniques you may want to use again or_alter._ If on the
other hand, you prefer giving a formal post-test to better assess actual
‘learning, the competencies listed at the beﬁinning of this module have |
been designed torfacilitate naking questions for such a test.

In order to keep the evaluation brief in length and in time needed
for completion, three questions might be asked. . The participantslcould
write their answers and comments and turn them in to you with their names
on them or anonomously. Tne three areas of information you waht to eval-

.
uate will 1ikely include:

1. Describe your overall reactions to our session(s) on "Avoiding
Consumer Frauds and Misrepresentations."

2. List the three most important things which you fegr'you learned
from our session(s) on frauds and misrepresentations.

3. What recommendations can you give for similar sessions to be
held in the future? .

Other possible questions to help assess the learning of the participants
-might include:

-~ What is consumer frand and misrepresentation?
~ Describe some of the most commonly occuring fraudulent schemes
and practices.
3 X
- What are gsome guidelines to follow to keep from being a victim of

frauds and misrepresentations?

~ What procedure ould a consumer use in seeking redress for frauds
and misrepresen ions?

~ Name several organizations which handle consumer complaints.
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1.

2.

3.
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®"

REACTIONS -TO YOUR usr. OF THIS MODULE -

‘)

) N .
I\qud this module with the foliowing group of adults.

(please describe) , . Qg
[ v : . . ’

The group's reactions to the modular approach were:

Y

A

My reactions to using this approach are:

»

e
P

o

My suggestions for revisions are: :

Paxxe
- Yo
vﬂ:’

- j?t'Please return to:

R

A
E. Thomas Garman or Glen Mitchell
Virginia Polytechnic Institute
and State University
Management, Housing, and
. Family Development
' +226 Wallace Hall
Blacksburg, VA 24061

4
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| DENTIFYNG CONSUMER FRAUDS
AND MSREPREENTATIONS

i

Maior (RIECTIVE: .

' TO,IIENTIFY AND DESCRIBE THE MOST COMMON TYPES OF CONSUMER FRALD AND
MISREPRESENTATION, ' '

SPECIFIC OBJECTIVES:

[0 DEFINE WHAT 15 MEANT BY CONSUVER FRAUD AND MISREPRESENTATION,

0 DEVELCP AN (NCERSTANDING OF THE PLRPOSES LNDERLYING FRALDULEN|
 SCUEMES AND PRACTICES,

| I‘Q LIST AND GIVE EXAMPLES OF THE MOST FREQUENTLY OCCURRING FRAUDULENT
PRACTICES.
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COMMON CONSUMER FRAUD!
AND MISREPRESENTATIONS

1 Darr wo Sires Deats

Jo INORDERED PERCHANDISE ScHent s

5, (HARITY RACKETS

4, Heamn Sras aND Dance LEssons

L LONTESTS AND FREE GIPTs

L. FRee INSPECTION DEALS

/o "Low Bl avp “Hio Bl Auto teacs

8, Mto RePaR TRAUDS

J




COMMON CONSUMER FRAUDS
AND MlSREPRESENTATlONS '

(CONTINUED)
3. Door-To-Door SaLes

10, CHarn RererrAL ScHEMES

11, Pramip ;wn Ponzr ScHEMES
12, Lap SaLES ScHEMES

| BB, Work-aT-Hove ScHees v
(¢ PR
14, “Ger Rict Quick” Deacs e h s

Do "Bank Examner” Sceve -
1o, The "Preeon DRoe”
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- FRAUDS AND MISREPRESENTATIONS

HOW THEY WORK

ity

BAIT D SITa - A BUSINESSPERSON INTENTIONALLY DESIRES TO SELL THE
MORE. EXPEIISIVE MODEL OF A PRCDLCT RATHER THAN THE LESS EXPENSIVE LOWER

-~ LINE MODELS. A BARGAIN 1S ADVERTISED, BUT THE INQUIRING CONSUMER 1S

OFTEN SHITCHED' TO A HIGHER-PRICED PRODUCT.,
[NoRDERED MERCHNDISE SCHEMEY - VARIOUS BUSINESSES, CHARITIES N PARTI-

CULAR, SEND MERCHANDISE TO A'CONSUMER WITHOUT HIS OR HER PREVIOUS REGUEST
OR CONSENT, HOPING THAT THE CONSUMER, OUT OF SENSE OF QBLIGATION, WILL

EITHER PAY FOR THE MERCHANDISE OR MAKE A DONATION

. CHARITY RAcKETS - DISHONEST, FAKE, AND OCCASIONALLY WELL-KN KNOMN, CHAR] -

ABLE ORGANIZATIONS OBTAIN CONTRIBUTIONS WHICH OFTEN GO TO THE “HigH’
SALARIES OF PERSONHEL AND OTHER UNACCOUNTED EXPENSES,

HEALTH SPAS A0 DANCE LESSONS - TEALTH SPAS AND DANCE STUDIOS OFFER

"SPECIAL" INTICEHENTS TO TRY TO PERSURDE CONSLYERS TO SIGN A CONIRACT
FOR A SERIES OF LESSONS OR TREATMENTS,

(ONTESTS D FREE GIFTS - FERCHANTS AND BUSINESSPERSONS WILL OFTEN USE
THE INVITING IDLAS OF CONTESTS AND FREE GIFTS AS TACTICS TO INCREASE
THEIR SALLS.
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Master
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{Continued)
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FRAUDS AND MISREPRESENTATIONS
HOW THEY WORK -

(ConTINUED)

FREE. INSPECTION DEALS - COVPANIES SELL THEIR PRODICTS BY HAVING REPRE-
SENTATIVES RECOMYEND THAT THE HOUSEHOLD 1S IN EXTREME NEED OF WHATEVER
THAT PRODUCT OR SERVICE MAY BE.

"Los B M0 "Hicn By DEALS - BorH The "o 3" A0 T "o
BALL" ARE GIMMICKS USED BY AUTOMGBILE SALESPERSONS IN CRER 10 ETICE
SHOPPERS INTO BECOMING BUYERS

Ao RepAIR FRAUDS ~ AUTO REPAIRYEN INCREASE THEIR SALES AND EARVINGS
BY USING SUCH TACTICS AS MISDIAGNOSING, UNNECESSARY REPAIRS, USING SECOND-
HAND PARTS, AND CVER-CHARGING,

DooR-To-Door SALES - DooR-To-DOCR SALESPERSONS WSE VARIOUS TECHMIQUES
OF HIGH PRESSURE SELLING T0 PBRS.UADE CONSLNERS 70 BUY PRODUCTS THEY D0
NOT NEED) GR WILL NEVER USE,  OFTEN THESE PRODUETS ARE OVER-PRICED, OF

POOR QUALLTY, CR ARE ORDERED AND NEVER RECEIVED,

(HAIN REFERRAL SCHEMES - SALESPERSONS ‘INCREASE THEIR CHANCE 0F MAKING A

SALE BY HAVING CONSUIMERS PROVIDE NAVES OF OTHER PROSPECTIVE CUSTOPERS

THAT HE MIGHT CONTACT,

73
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FRAUDS AND MISREPRESENTATIONS
HOW THEY WORK

(o) v

Mas ter
3

"

(Concinued)

11 Ponzi D PYRAMID SCHEMES - THESE INVESTMENT SCHEMES PROMISE AN UNUSUALLY
HIGH RATE OF RETURN TN ORDER TO KEEP INVESTORS INTERESTED IN THE EMPTY
(R MISLEADING DEALS THEY ARE INVESTING IN,

12, LD SLES SCHEFES - DISHONEST REAL ESTATE FIRYS MISREPRESENT THE FACTS
IN LAND DEALS SO-AS TO GET HIGHER PRICES FOR THE LAND THAN 1T 1S ACTUALLY
WORTH;

13, WoRk-AT-HrE SCHEMES - COMPANIES ADVERTISE FOR CONSUMERS TO DO TASKS
FOR THEM IN THEIR OWN HOMES, OFTEN FOR THE PURPOSE OF MERELY SELLING
METERIALS TO THESE CONGUMERS RATHER THAN SEEKING THEIR ENPLOYMENT,

14, "Ger Rice Quick” DeaLs - “Ger Ricw QUICK” DEALS INVOLVE AN ADVERTISER
FHO CLAIYS TO KNOH A SECRET T0 BECONING WEALTHY VERY QUICKLY, [k
PLRPYSE 15 TO ENCORAGE CONSLMERS 10 SEAD FOR FURTHER DETALLS ABOUT
THE "DEAL

15, "Bk ExAMINER" SCHEMES - A PERSON POSING AS A BANK EXAMINER [MVOLVES
INNOCENT CONSUMERS IN HIS SCHEMES TO STEAL BANK WITHDRAWALS FROM THEM,
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16, Prceon DRoP - THis CON GAME 15 ACTUALLY A FORM OF OUTRIGHT THEFT,
TAKING LARGE SUMS OF MONEY EROM UNSUSPECTING CONSUIERS THROUGH PLR-
POSELY INVOLVING THEM IN A "LOST AND FOUND" INCIDENT,




Master
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{fansparency

L AVOIDING FRAUDULENT
SCHEMES AND PRACTICES

Maor QBJECTIVE:

s
10 STATE GUIDELINES FOR AVOIDING CONSUMER FRAUD A«D MISREPRESENTATION,

OPECIFIC (BJECTIVES:

To STATE THE GENERAL GUIDELINES TO FOLLOW IN AVOIDING FRAUDULENT SCHEMES
AND PRACTICES, A

[0 LIST THINGS TO BE AWARE OF OR THINGS TO DO WHICH WILL AfD THE CONSUMEF
IN AWIDING SPECIFIC TYPES OF FRAUDS AND MISREPRESENTATIONS,



GENERAL GUIDELINES FOR
'AVOIDING  CONSUMER FRAUDS
~AND MISREPRESENTATIO\JS

1. B IiFOREL
2. COMPARISGH SHoP

3, I5K QESTIONS

T KO WITH WM YOU ARE DEALING
>, CHECK BARGAINS CAREFULLY |

G R AL CONTRACTS CIREFULY BEFOE SIGG

8



'I‘ransparency-

”f o
Il SEEKING REDRESS FOR

CONSUMER FRAUDS AND
MISREPRESENTATIONS

10 BE ‘FAMILIAR WITH WAYS AND MEANS OF SEEKING REDRESS (CORRECTIVE ACTION)
FOR' FRALDULENT SCHEMES PRACTICES.
W&Qs\ !::‘oé \ EE
, K
L‘ ' , o
M T) O LIST THE STEPS OR CHANNELS TO FOLLOW IN SEEKING REDRESS FOR FRAUDS
¢ AND MISREPRESENTATIONS,
S 10 DESCRIBE THE TYPES OF INFORMATION THE CONSUMER NEEDS TO SUPPLY WHEN
o REGISTERING A COMPLAINT, | |
o lo BECOME FAMILIAR WITH VARIOUS ORGANIZATIONS THAT HANDLE COMPLAINTS,
\l\'" l7
| 63
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LOCAL VRGN | oy o STA'E OFFicE | [ STATE
\ CONSUMER | [CITIZENS | | couNTY OF CONSUMER| | ATTORNEY |
ACTION | * |CONSUMER| ') CONSUMER | | AFFAIRS GENERAL'S |
| GROUP COUNCIL | || PROTECTION oo || OFFIE
. | /| DivisioN | , :
C-SELF REGULATORY SN R
T C C, - R
& T 2 s 37 | .
CHAMBER BETTER | | CONSUMER |
|OF COMMERCE| | BUSINESS| - | Aerion | - |
| | BUREAU PANECS
0~ FEDERAL GOVERNMENT T .
D 0, - 0 0 Dy —_
| | FEDERAL FOOD AND gs | |SECURTIES | |oFFICE oF
. PITRADE | [DRUG . | {POSTAL | |AND EXCHANGE | |CONSUMER
- 81 [ Commssion | ‘ADMINISTFWION, w[SERVICE | « | COMMISSION AFFAI\RS |
o ‘ g N

N ,.;7 a

FOLLQW ROUT& A8, OF du FOLLOW AL ROUTES SIMULTANEOUSLY .

b

. ERIC
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Sample Letter of Complaint

P Mrs. Alice Martin
i 2222 FPifth Avenue
Blacksburg, VA 24060

Better Business Bureau of Western Virginia
145 West Campbell Avenue
Roancke, VA 24011

Dear Sirs:

On February 27, I was visited by a representative of the Heat-0-Matic
company of 8001 Commercial Street, Roanoke. Mr. Jim Howe, the name
given by the representative, offered a free inspection of the p:ﬂ‘ﬁnt
heating systém in our home. After the inspection, I was presented with
the attached estimate of repairs needed. Mr. Howe said the furnace was
in dangerous condition and that ﬁt would be cheaper for us to let him
install an entire new heating system than to have it repaired.

I wasmasked to.sign a contract for the job at that time but did
not as I felt I needed to consult my husband before taking action.

3 .

? Not believing the estimate, my husband had a friend who operates
a private heating and plumbing business in Blacksburg, also inspect
the furnace. , The friend could not f1 any troublefwith the furnace 3
except that 1t needed to be cleaned and ‘have a new filter instdlled. g,
This .oat’$8 as opposed to the near $3,000 we would have paid .if we
had relied on the results of our so-called "free inspection."*

I am very. concerned over such business practices in our area and
suggest that this particular company and salesman be investigated. My
husband and I feel very fortunate that we did not fall prey to this
deal but algo feel threatentd by the fact that such pracéices'ére ro.
taking place. ' ' )

. It is my hope’ that yo@ will follow through with this suggested
action. Thank you for ®bur assistance,

&
.

Sincerely’, , '
> ‘ )
' 2 ' . \//'\E ' .
3 . Mrs. Alice Martin' - c
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For further information about the Title I Consumer Ed tion
and Financial Management Project, please contact: .
Dr. Gipn Mitchell, Project: Director .
202 Wallace Annex
Virginia Polytechnic Institute and State University
Blacksburg, VA 24061

Other material in production for this project include:
Pa&phletu:

"Fraud and the Consumer'

"How to Buy a Used Car"

"Contracts and the Consumer"

"Warranties and, the Consumer’
"Credit and the Corisumer"
Educational Modules:

"Obtaining and Using Congumér Credit”
"Making and Using a Financial Plan”

'Manual:

, \
“A Financial Cuunsg))&g Manual"'



